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Repsol share 
offer virill bolster 
Spanish budget 

EfSSSSSSS SSlKfiXSS 

toie of shares. The move, likely to go ah«>M 
withm three months, will reduce the government's 
ownership of the company to less than 50 per 

V £ I ?!? ei,t Planning several disposals 
shMetoldiiigs this year to reduce its 

Rhdne-Poulenc sale: The French government 
w "° and , 10 _P er cent (6m shares) of Rhone- 
Poulenc, France s flagship chemical group. The 
sha res s ale, postponed last month as a result 
of erratic stock market conditions, will go ahead 
today at FFr500 ($92.60) a share. 

Loan to Italy approved: European Community 
finance ministers approved an EcuSbn ($9.9bn) 
balance of payments loan to Italy to help govero- 

to control the country’s huge budget 
shortfall. Page 18 s s 

Malaysian government takes on sultans 

A constitutional crisis 
is looming in Malaysia 
as prime minister 
Mahathir Mohamad 
(left) introduces to 
parliament constitutional 
amendments to limit 
the powers of the coun- 
try’s nine sultans, 
who are hereditary 
rulers and take it in 
turn to act as king. 

Pages 

Nine killed In US train crash: Upto-nine 
people died when two commuter trains collided 
at Gary, Indiana, 25 miles from Chicago. 

Honda strengthens Europe ties: Japanese 
car and motorcycle manufacturer Honda strength- 
ened its position in the European motorcycle 
market with an alliance with Piaggio of Italy, 
Europe’s biggest maker of motorcycles. Page 6 

Brother Industries fai the red: Extreme 
pressure on Japan’s machinery makers left office 
equipment and sewing machine manufacturer 
Brother Industries with a full-year operating 
loss of YL27bn ($10.Sm), the first since its listing 
31 years ago. Page 22 

German social spending cuts: The German 
economy’s slowdown will lead to a rise in toe 
government’s net borrowing requirement and 
cuts in tax allowances and social spending. Page 18 

Yves Saint Laurent shares suspended: 

Trading in shares of French fashion and cosmetics 
company Yves Saint Laurent and of Elf-Sanofi, 
pharmaceuticals and beauty products arm of 
che state-owned Elf-Aquitaine oil group, were 
suspended amid speculation that YSL might be 
selling a significant share stake to Elf-Sanofi, 

Page 29 

Japan’s carmakers rethink strategy: 

A sharp fall in the Japanese car market is forcing 
manufacturers to consider alliances which could 
lead to a consolidation of the industry. Page 19 

Virgin says BA’s note Inadequate: Virgin 
Atlantic Airways said it had received “an extremely 
brief confidential note" from British Airways 
which fell short of the toe “act of good faith” 
tt was seeking from its UK rival to avoid taking 
legal action against it in the US. Virgin last week 
won a libel action in the UK against BA. Page 19 

Qaittas told to lose Jobs: An efficiency review 
of Australian carrier Qantas Airways recommends 
the shedding of 1.835 jobs - 9 per cent of its work- 
force. Last month. British Airways won the right 
to buy 25 per cent of the government-owned airline 
for A$665m (US$459m). Page 22 

Avalanche kills villagers: Nine people died 
when an avalanche hit a village in north-east 
Turkey. Dp to 61 others were feared trapped. 

UK retail soles disappoint: Brisk retail 
trade in the UK shortly before Christmas foiled 
to lift December sales above those of a year ago, 
according to the Confederation of British Industry, 
toe UK employers' organisation. Page 8 

Corsicana bomb homes: Corsican nationalists 
set off 32 bombs at holiday homes belonging to 
continental French families and foreigners on 
the French island. The attacks caused extensive 
damage hut no casualties. 

Managers on the line: Boris Fedorov. Russian 
deputy prime minister in charge of the economy, 
warned industrialists that managers who did 
not improve their companies' performances would 
be fired. Page 2 
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Iraq says Baghdad raid killed 21 ■ Kuwait to ask France and UK to send troops 

US renews attack on Iraqi missiles 
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By Jurek Martin in Washington, 
•lames Whittington in Baghdad 
and David White and 
Philip Stephens in London 

COALITION AIRCRAFT led by 
the US yesterday bombed miami* 
sites in the south and north of 
Iraq in response to President Sad- 
dam Hussein's continued defi- 
ance of UN resolutions. 

The raid in the southern air-ex- 
clusion zone was designed to fain» 
out surface-to-air missiles left 
undamaged by last Wednesday’s 
attacks and came less than 24 
hours after US cruise missiles hit 
a nuclear weapons facility south 
of Baghdad. 

In the north, where on Sunday 
an Iraqi MiG-23 was shot down 
after venturing into the no-fly 
zone, Iraqi radar reportedly 
“locked on" to US and British 
aircraft, usually a sign that mis- 
siles may be fired. 

A US F-15 fighter jet apparently 
shot down an Iraqi MiG-25 fighter 
yesterday over northern Iraq, US 
defence officials said later. If con- 
firmed, it would be the third Iraqi 
jet shot down by American war- 
planes for alleged violations of 
no-fly zones in northern and 
southern Iraq since December 27. 

Initial reports in Washington 
did not attempt to assess the suc- 
cess of the latest missions, the 


PAGE 4 

■ Legal basis tor action unclear 

■ Opposition to Saddam forms 
com plicated mosaic 

■ British unease over drift 
towards greater conflict 

■ Raids designed to give dear 
message 

PAGE 17 

■ Editorial Comment 

third time in six days that the 
coalition forces have attacked 
Iraq. A White House statement 
said the action in the south had 
been taken in response “to Iraqi 
moves to reconstitute its 
surface-to-air missile systems’*. It 
said any further provocation by 
Iraq will be dealt with “forcefully 
and without warning". 

US president-elect Bill Clinton, 
in the midst of the celebrations of 
his inauguration tomorrow, said 
he fully supported efforts to 
bring the Iraqi leader “to full 
compliance with all UN Security 
Council resolutions". Addressing 
diplomats, be said: “1 ask each of 
you to emphasise this point to 
your governments". 

An Iraqi statement said 21 peo- 
ple had been killed in the latest 
allied attack. Iraq continued to 
insist that the exclusion zones 
were illegal. Baghdad radio 


quoted vice-president Taba 
Yassin Ramadan as saytng the 
US, Britain and France were try- 
ing to divide up Iraq, which was 
a violation of its sovereignty. 

Iraqi retaliation has so far been 
minimal. Air raid sirens sounded 
in Dhahran and Kuwait yester- 
day on rumours that Iraq had 
launched some of its remaining 
Scud missiles, but the Defence 
Department in Washington 
there was no evidence of this. 

Kuwait said yesterday that it 
was planning to ask Britain and 
France to send troops as a fur- 
ther deterrent against Iraqi 
attacks amid growing concern 
over possible reprisals for the 
allied raids on Iraq. A battalion- 
strength US force arrived in 
Kuwait last week. 

Russia, reflecting its unease 
over increasing western military 
action against Iraq, has called for 
a new meeting of the UN Secu- 
rity Council 

A foreign ministry statement 
repeated toe Russian leadership's 
view that Iraq, by flouting UN 
resolutions on the Gulf, had pro- 
voked the crisis in which its civil- 
ians had been kille d- But a Rus- 
sian official described the air 
strikes as “counter-productive’* 
and unlikely to bring Iraq “to 
common sense”. 

King Hussein of Jordan said he 


UN experts say target 
made N- weapon parts 


By Alan Friedman in New 
York and Mark Nicholson 
In Kuwait City 

INTERNATIONAL experts 
yesterday confirmed that the 
military-industrial plant near 
Baghdad which was hit by GS 
enrise missiles on Sunday was 
part of Iraq's nuclear pro- 
gramme. 

Mr Manrizio ZUferero, head of 
the UN team responsible for 
monitoring the nuclear pro- 
gramme, said his team had no 
doubt equipment there was used 
in the manufacture of calntrons, 
which are used in the electro- 
magnetic enrichment of ura- 
nium. 

Iraqi officials have protested 
that the site, which houses doz- 
ens of factory buildings over a 


wide area, produced only fix- 
tures, moulds and dies and had 
no military significance. 

Mr Zifferero, speaking from 
the International Atomic Energy 
Agency headquarters in Vienna, 
said that while factories oh the 
site did indeed turn out such 
products, his inspectors had 
tagged for destruction heavy 
lathes and milling equipment 
there. 

He said inspectors, who had 
visited toe site, code-named AJ- 
Rabtya, four times, were in no 
doubt toe equipment was used in 
the manufacture of calntrons. 

He added that the site, along 
with the nearby al-DfiUa com- 
plex which produced electronic 
components identified as being 
part of Iraq’s nuclear pro- 
gramme, represented one of toe 


six main centres in Iraq's project 
to develop nuclear weapons. 

“The Iraqis themselves have 
admitted to us that these tools 
had. been used in the manufac- 
ture of calntrons," he said. 

Mr David Kay, • sec- 
retary-general of the Uranium 
Institute and a former chief UN 
nuclear inspector in Iraq, said in 
London yesterday he had visited 
the Iraqi site on three occasions. 
He described it as -a very 
impressive and advanced 
machine tool layout". Western- 
made equipment included corn- 
pater and numerically controlled 
machine tools. 

US officials yesterday 
described the site as a 
multi-billion dollar complex 
which Iraq would be unable to 
replace. 


Brussels 
cuts EC 
growth 
forecast 

By Lionel Barber in Brussels 

THE EUROPEAN Commission 
yesterday cut its forecast for 
growth in European Community 
countries this year to 0.8 per cent 
from 1 to 1.5 per cent. It laid most 
of the blame on the sluggish Ger- 
man economy. 

EC finance ministers in Brus- 
sels reacted with an effort to talk 
up prospects for an early cut in 
European interest rates, an accel- 
erated growth package and the 
view that the worst of the crisis 
in the exchange rate mechanism 
was over. 

In a joint statement, ministers 
reaffirmed their determination to 
support member states participat- 
ing in the ERM and issued an 
unusual statement welcoming 
the new Irish government’s deci- 
sion to defend the punt's existing 
parities with other ERM curren- 
cies. "The Council believes this 
policy is entirely justified,” min- 
isters said. 

Mr Henning Christopbersen, 
economics commissioner, said 
the statement reflected a joint 
belief that recent speculation 
against the punt, the French 
franc and the Danish krone was 


Continued on Page IS 
Italian loan deal. Page 18 


Xerox plans to 
shed financial 
services operations 


By N&fcf Taft in New York 


XEROX, the US document- 
processing group, yesterday 
announced plans to shed its 
remaining insurance and finan- 
cial sendees businesses, in order 
to concentrate on core 
operations. 

The businesses which are to be 
discarded include Furman Selz, 
the New York brokerage bouse; 
Crum and Forster, the property- 
casualty operation; and Xerox 
Life, a life insurance and annuity 
business. 

Xerox said it w ould take an 
after-tax charge of $778m in the 
fourth quarter as a result of the 
move. This figure includes a net 
S288m to strengthen reserves at 
Crum and Forster, plus $470m for 
a partial writedown of goodwill 
attaching to the financial ser- 
vices and insurance businesses. 

To help maintain its own finan- 
cial position. Xerox added that its 
board was considering the issue 
of up to $500m of new equity dur- 
ing the first half of 1993. 

Mr Paul Allaire, chairman, 
said; “It is imperative that Xerox 
continue to maintain its strong 
balance sheet, both to make sure 
our document-processing busi- 
ness has the financial resources 
to meet its growth objectives and 


to facilitate an orderly disentan- 
glement from our insurance and 
other financial services busi- 
nesses." 

Yesterday’s announcement fol- 
lows a series of steps by Xerox in 
recent years to reduce its trouble- 
some foray into the financial ser- 
vices sector, which is reckoned to 
have cost about $3bn. 

It has already pulled out of 

thir d-party fi nancing and, on the 
insurance side, has withdrawn 
from standard personal property 
and casualty business. Last Octo- 
ber, Xerox also sold its Van 
Kampen Merritt operation, which 
provides investment advisory ser- 
vices, for $360m to Clayton, Dubi- 
her & Rice, the New York-based 
buy-out specialists. 

Crum and Forster was acquired 
by Xerox in 1983, to balance the 
company's then-flagging copier 
operations. The current restruct- 
uring of the insurance operation 
is designed to focus it on specific 
segments of the property- 
casualty market, and Xerox 
hopes that the individual units 
within Crum and Forster would 
now be “viable, profitable enti- 
ties" and attract investors. 

In the first nine months of 1992, 
Xerox made after-tax profits of 
$28m from financial services, 
compared with (374m from the 
document processing side. 
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was deeply angered by the 
repeated allied attacks on Iraq. 
But he said he remained an “old 
Mend of the United States" and 
was looking forward to having 
contacts with Mr Clinton. 

“It is certainly a moment of 
sorrow and anger for all of 
us ... We are very very sorry that 
conditions have deteriorated to 
this point," King Hussein said. 
The Arab League also expressed 
dismay at the attacks and 
rejected the use of force as a 
means of resolving conflicts. 

The RAF said its Tornados 
inflicted heavy damage on a com- 
mand-and-control bunker at al- 
Najaf, which straddles the 32nd 
parallel on the border of the 
southern no-fly zone. 

Initial indications were that all 


three bombs from one of its Tor- 
nados had hit toe target. But a 
second Tornado returned to base 
with its 1,0001b laser-guided 
bombs after foiling to positively 
identity of the target. 

Mr Malcolm Rifidnd, the Brit- 
ish defence secretary, warned of 
the possibility of further strikes 
but faced visible unease among 
MPs about the allies* long-term 
strategy to deal with Mr Saddam. 

Alert to the sensitivities in the 
Arab world and to toe concern at 
Westminster, Mr Rifkind stressed 
that the latest strikes bad been 
strictly proportionate to 
Iraq’s defiance of UN resolut- 
ions. 

Downing Street revealed that 
UK prime minister, Mr John 
Major, had spoken to President 


George Bush six tunes over the 
weekend but denied that Britain 
was restraining a more belliger- 
ent approach by the US. 

The Pentagon confirmed last 
night that the Rashid hotel in 
Baghdad, where two employees 
were killed, bad been hit by a 
cruise missile. However, it said 
the missile had been shot down 
by Iraqi anti-aircraft fire. 

Mr Hamed Youssef Huramai, 
the information minister, said 
Iraq was prepared to enter talks 
but would not be terrorised by 
air strikes. 

In New York, a UN spokesman 
confirmed that six Iraqi police 
posts had been withdrawn from 
the territory which reverted to 
Kuwait under the newly demar- 
cated border. 
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President-elect Bill Clinton addresses Georgetown University, Washington Foreign policy pledge. Page 18 
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Shape up or be 
fired, Russian 
managers told 


By John Lloyd in Moscow 

RUSSIAN industrialists were 
warned yesterday that those 
who failed to improve their 
companies' performance would 
be sacked and replaced. 

Mr Boris Fedorov, the new 
Russian deputy prime minister 
in charge of the economy and 
finance, issued the warning, 
stressing that the new govern- 
ment would have to crack 
down much harder on inflation 
and on the budget deficit than 
did the previous government of 
Mr Yegor Gaidar. 

He said that Mr Viktor Cher- 
nomyrdin, the new prime min- 
ister, and his team - largely 
inherited from Mr Gai- 
dar - would be “more decisive 
in the battle against infla tion" 

In a direct criticism of Mr 
Gaidar, he said: “The Gaidar 
government was repeatedly 
accused of having a rigid mon- 
etary policy - but it did not 
Billions of roubles were poured 
into the economy.” A decree 
backed by Mr Chernomyrdin 
and signed by him on the last 
day of 1992 to control prices by 
extending profit controls on 
enterprises producing essential 
foodstuffs bad, he said, been 
rendered null and void. This 
government will not try to 
extend controls on prices.” 

The measures to be taken to 
restructure Russia's vast and 
generally inefficient state sec- 
tor appear to conform to the 
ideas put up by some industri- 
alists for a more active indus- 
trial policy by the state. This 
line was endorsed by President 
Boris Yeltsin, the Congress of 
People's Deputies in December 
and, in a more muted fashion, 
by Mr Gaidar himself. 

Promising strong measures 
to combat unlimited credit ' 


Ukrainian President Leonid 
Kravchuk announced yester- 
day that Ukraine and Russia 
had reached a tentative agree- 
ment on division of the former 
Soviet Union’s foreign debts 
and assets, writes Chrystla 
Freeland in Kiev. 

He said the proposal, agreed 
at meetings in Moscow on Fri- 
day, was now being considered 
by the Paris and London Clubs 
of creditors. Last week, the 
unresolved dispute between 
Ukraine and Russia over for- 
eign debt forced western credi- 
tors to call off debt reschedul- 
ing fail be. 

Unlike the other former 
Soviet republics. Ukraine has 
been reluctant to accept the 
“zero variant", according to 
which Russia would assume 
responsibility for both debts 
and assets. 

fnstead, Ukraine has pressed 
Russia to disclose the full 
extent of the foreign assets of 
the former Soviet Union and 
has expressed readiness to 
independently pay Its share of 
the debt 

Ukrainian officials said that, 
according to the deal, Ukraine 
would independently pay for a 
share of the foreign debt, a 
solution western creditors 
have strongly opposed in the 
past, fearing that Ukraine will 
be unable to meet its 
obligations. 

advances to companies, Mr 
Fedorov said: “If the state sup- 
ports enterprises, it has the 
right to get assurances that 
they will not exceed the 
resources given. Where the 
companies are state property it 
is the privilege of the state to 
reorganise those companies 
and to replace these managers 
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The designers of the new train for the Moscow underground showing Russian president Boris 
Yeltsin (front left) and prime minister Viktor Chernomyrdin (behind) the controls yesterday 


- accustomed to live an easy life 
by lobbying for credits." 

Such a policy, he said, would 
mean that “you do not need to 
close enterprises”. However, he 
did not rule out bankruptcies 
and said a “bankruptcy 
agency” would probably be cre- 
ated to oversee companies 
which were no longer viable. 


Acknowledging that there 
were serious differences 
between the government and 
the Russian central Hank , he 
said that Mr Viktor Gerash- 
chenko, the central bank chair- 
man, would join the committee 
on credit policy set up under 
Mr Gaidar to attempt to con- 
trol the bank's credit advances 


- an obvious attempt to rein 

back the chairman. 

Mr Fedorov said that the 
central bank's job was to 
“strengthen the rouble, not 
keep up production”. The bank 
should not relieve the enter- 
prises of their debt burden by 
paying off the accumulated 
debt every six months. 


Moscow invites Pretoria to missiles talks 


By Layla Boulton In Moscow 
and Daniel Green In London 

RUSSIA will this week invite 
South African officials to 
Moscow for formal talks on 
supplying Pretoria with con- 
verted SS-20 intermediate- 
range missiles to launch nine 
space satellites. Moscow has 
informally offered to launch 
South African observation sat- 
ellites at one quarter the price 
of a western launch. 

A formal offer is likely to 
heighten concerns among US 


and European companies in 
the $2bn-a-year commercial 
launch business that the Rus- 
sians could price them out of 
the market. 

The Russian offer is likely to 
draw a sharp response from 
the aerospace Industries. 

Mr Yuri Milov, deputy direc- 
tor of the Russian Space 
Agency, said the design 
bureau for the missiles, which 
are due to be eliminated under 
the INF (Intermediate Nuclear 
Forces) disarmament treaty, 
had already elaborated plana 


to convert them to civilian 
uses. 

But Russian authorities 
were anxious to put South 
African inquiries on an official 
footing, to avoid accusations 
of improper dealings with a 
nation that still faced western 
arms sanctions. 

“Otherwise, the next thing 
we know the Americans will 
be screaming we are proposing 
to supply South Africa with 
strategic weapons." he said, 
recalling recent US attempts to 
block Russia’s sale of rocket 


engines to India for satellite- 
la unching . 

Informal contacts between 
Moscow and Pretoria have 
already been made through 
the Bonn office of the South 
Africa Foundation, a private- 
sector lobby group. Moscow 
had offered launches at SIQm 
each on SS-20s, Mr Rndolf 
Gruber of the SA Foundation 
said. Similar launches cost 
$40m in the west. 

Mr Gruber said Russia 
would bring mobile SS-20 
launchers to South Africa and 


remove the equipment after 
launch to comply with the 
terms of strategic arms redac- 
tion treaties signed with 
Washington. 

The Ukrainian design 
bureau, which produced the 
much larger SS-L8 long-range 
missiles, due to be t»Hmin«fa»ri 
under the Start 2 treaty, was 
also trying to find civilian cus- 
tomers. 

The SS-18 multiple warhead 
technology meant all nine sat- 
ellites could be launched 
together. 


W European car sales 
better than expected 


By Kevin Done, 

Motor Industry Correspondent 

NEW CAR sales in west 
Europe jumped sharply in 
December thanks to an unex- 
pected surge in demand m 
some of the biggest markets: 
Germany, the UK, France, 
Spain and the Netherlands. 

According to industry 
estimates, west European new 
car sales in December rose 
year-on-year by 18.7 per cent to 
975,000. 

The higher level of new car 
demand in the final months of 
the year left sales for the 
whole of 1992 virtually 
unchanged at 13.5m- 

Figures For several of the 17 
markets across west Europe 
are still based on preliminary 
estimates, but the strength of 
r fo r nami in recent months has 
confounded carmakers* more 
pessimistic forecasts. Accord- 
ing to industry estimates new 
car sales last year were less 
than o.l per cent lower than in 
1991. 

The decline in sales in 
several European markets in 
the past three years has 
been compensated for by the 
addition of eastern Germany, 
since mid-1990, to the overall 
market. Total west European 
new car sales have remai n ed 
at a plateau of around 
13.5m for the past four 
years. 

Germany, the single biggest 
car market in Europe, again 
played a pivotal role in Decem- 
ber with an estimated sales 
increase year-on-year of 33 per 
cent to 308,000. 

The surge in December 
could depress sales this month, 
as purchases were pulled 
forward to avoid the increase 
in valued added tax in Ger- 
many at the beginning of Janu- 
ary. 

The same happened in 
France, where new car sales 
were pulled forward into 
December by tax incentives, 
which helped to push sales 
to an estimated 221,000, 
up year-on-year by 33.5 per 
cent 

In the UK, sales last month 
jumped by 37.1 per cent year- 
on-year to 79.900. although spe- 
cial factors also distorted the 
picture, with registrations 
boosted by discounting and 
other heavy incentives, as 
well as a high level of sales 
to employees by some car 
makers. 

Only Italy suffered a 
decline among the main vol- 
ume markets in December with 
a foil year-on-year of 6.4 per 
cent 

Across west Europe sales 


both in December and in the 
whole of 1392 were higher than 
a year earlier in nine markets 
and lower in eight 

Most importantly, new car 
in the whole of 1992 were 
higher than a year ago in four 
of the five leading volume mar- 
kets: Italy. France, Spain and 
the UK - though only margin- 
ally in the case of the UK 
- while the estimated, decline 
In German new car sales of 
around 54 per cent was much 
less than feared by leading car 
makers. 

The industry remains pessi- 
mistic about the outlook for 
new car sales in 1993, however, 
with most industry forecasts 
suggesting a decline of around 
4 per cent 

Japanese new car sales in 
west Europe fell last year by 
an estimated 45 per cent to 
around 1.59m, reducing the 
share taken by Japanese car 
makers to around 1LS per cent 
from 128 per cent a year ear- 
lier. 

The Volkswagen group of 
Germany, which Includes 
Audi, Seat and Skoda, was the 
best-selling carmaker in west 
Europe for the eighth year in 
succession. 

It boosted its market share to 


a record 17-5 per cent from 16.4 
per cent a year earlier and 
es tablishe d a commanding lead 
ahead of its nearest rival. Gen- 
eral Motors of 
the US. 

Fiat of Italy, which includes 
Alfa Romeo and Ferr- 
ari, was the main loser among 
the big six volume car-makers 
in west Europe. It slipped from 
second to fourth {dace behind 
VW, GM and the Peugeot 
group of France, which 
includes Citroen. 

Fiat's sales volume in west 
Europe feD by an estimated 7.<t 
per cent to L6m last year fol- 
lowing an 8.1 per cent decline 
in 1991. 

Its market share foil to only 
118 per cent from 12S per cent 
in 1991 and 148 per cent hi 
1990. 

In the market for executive 
and luxury cars in west Europe 
BMW of Germany outsold its 
arch domestic rival, Mercedes- 
Benz. for the first time in its 
history. 

BMW increased its sales by 
7 2 per cent to around 443,000, 
while Mercedes-Benz was 
among the biggest losers. 

Last year the company saw 
an estimated 8.6 per cent drop 
in sales to 413800. 


WEST EUROPEAN NEW CAR REGISTRATIONS 
January-Decwnber 1992 __ 

Voime Volume Share (%j Sh «*(%) 

(Unite} Cttangefft) Jan-Oec 92 Jan-Oac 91 

TOTAL MARKET 13506,000 = 04 lOILO IWjT 

MANUFACTURERS: 

Volkswagen* (Inch 2.365.000 + 6.8 17.5 16.4 

Audi.SEAT&Sfcoda) 

General Motors 1.685.000 +3.1 12-5 12.1 

(Opel/Vauxhall, 

US# & Saab) 

- OpeWmmhBlI 1,614.000 +3.1 12-0 11.5 

- Saab** 51,000 - 5.1 0.4 0.4 

Peugeot (ind. 1,646.000 +1.0 X22 12.1 

Citroen) 

Rat (ind.Lancia, 1,605,000 -7.4 11.9 12.6 

Alfa Romeo, Ferrari 

InnocenlMutseerati) 

Ford (Europe, 1,525,000 -5.2 11.3 11.9 

US# & Jaguar) 

- Ford Europe 1,512.000 -5.1 11.2 11 6 

- Jaguar 11,000 -12.2 0.1 0.1 

Renauim 1,432,000 + 5.9 10.6 10.0 

BMW 443,000 + 7.2 3.3 3.1 

Nissan 434.000 -1.7 3.2 3.3 

Mercedes-Benz 413.000 - 8.6 3.1 3.3 

Toyota 337.000 - 6.6 25 2.7 

Revert 331.000 - 5.7 2.4 2.6 

Mazda 269.000 - 6.2 2-0 2.1 

Voted tf 196,000 -0.2 1.5 

Hondat 176,000 +1.8 1.3 1.3 
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Italy moves nearer reforms 

Politicians must decide which way to jump, Robert Graham writes 

E LECTORAL reform in unstable coalition governments his proposals for the Senate in government When the 
Italy has finally been and an unworkable fragmenta- election change. referendum was held in J 

removed from the level tion of parliamentary parties However, none of the parties 199L to eliminate multi-Drt 


E lectoral reform in 
Italy has finally been 
removed from the level 
of mere rhetoric. 

Parliament now has to come 
up with proposals in the next 
two months or its hand will be 
forced by a referendum to be 
held between April 18 and June 
13. In any event the legislation 
will have to respect the spirit 
of the referendum proposals 
approved on Saturday by the 
country's constitutional court 
This is the immediate effect 
of the court’s historic ruling on 
13 referendums, of which 10 
were approved. But admitting 
the referendums will have a 
much broader impact on the 
whole issue of reforming Italy’s 
institutional structure, put in 
place by the 1947 constitution. 
As one commentator said: 
“This is the end of the First 
Republic and the beginning of 
the Second." 

The two most important ref- 
erendums concern the aboli- 
tion of the existing system of 
proportional representation in 
favour of a first-past-the-post 
system. Italy's electoral system 
was geared to a country emerg- 
ing from fascism into the cold 
war. Proportional representa- 
tion was intended to foster 
minority parties and discour- 
age monolithic groups like the 
Comm unis ts or disbanded fas- 
cists. But this has created 52 


unstable coalition governments 
and an unworkable fragmenta- 
tion of parliamentary parties 
- with no fewer than 16 repre- 
sented after last April’s general 
elections. 

One specific referendum pro- 
posal Is for 238 of the senate 
seats to be elected by majority 
vote and the remaining 77 on 
the existing method of propor- 
tional representation. Another 
extends the majority vote to 
municipalities of over 5,000. 

Although the proposal covers 
only majority voting for the 
senate and municipal elections, 
all parties recognise that the 
principle extends by implica- 
tion to the more powerful legis- 
lative forum, the chamber of 
deputies. Equally, the other 
referendums, which include 
the abolition of public fending 
of political parties, wifi acceler- 
ate a general revision of the 
existing institutional structure. 

The need for change was 
emphasised by President Oscar 
Luigi Scalforo in his inaugural 
address last May 28 when he 
took the unprecedented step of 
catling foe a special parliamen- 
tary co mmis sion. 

The latter was formed in 
September from both houses of 

parliament and was in part 
intended to head off the cross- 
party referendum alliance, led 
by Mr Mario Segnl, who 
already had before the courts 


his proposals for the Senate 
election change. 

However, none of the parties 
has yet made clear whether it 
prefers a majority vote based 
on a British-style single round 
or the French system of a sec- 
ond-round run-off where a 
majority has not been obtained 
the first time. 

T he politicians must now 
decide whether to work 
for an agreement in the 
commission and produce pro- 
posals which head off the refer- 
endum - or wait until after 
the referendum result is 
known. The latter course is 
most likely. Time is too short, 
and enough politicians believe 
their ambitions will be fur- 
thered by riding the referen- 
dum wave, which will almost 
certainly triumph, given the 
discredit of the traditional par- 
ties. 

Mr Mino Martinazzoli. the 
Christian Democrat leader, 
candidly commented: "We 
would rather avoid the referen- 
dum, although frankly at this 
stage 1 fear we cannot. Never- 
theless, if the referendum is 
held we will be protagonists 
and not be overtaken by the 
event" 

This suggests the Christian 
Democrats will try to ensure 
the referendum vote is not a 
popular judgment on their role 


in government When the last 
referendum was held in June 
1991, to eliminate multi-prefer- 
ence voting within the propor- 
tional representation system, 
the Christian Democrats and 
Socialists badly misread the 
public mood, opposed it and 
were duly castigated. Indeed it 
will be surprising if every 
political party does not jump 
on the referendum band- 
wagon. 

Bnt if this happens, it will 
merely speed the process of 
change and at the same time 
encourage the nascent cross- 
party alliances. 

With electoral reform pushed 
to the top of the national 
agenda absorbing all the par- 
ties' attention, Prof Giuliano 
Amato’s coalition government 
should benefit With the excep- 
tion of the hardline Reconsti- 
tuted Communism and the 
Lombard League, no party now 
has an interest In ending his 
fragile coalition until the lines 
of a new electoral law have 
been agreed and probably 
approved by parliament. 

On this basis the govern- 
ment has on til the summer, 
and then it win be for the poli- 
ticians to decide whether to 
call early elections or expand 
the government to obtain a 
broader consensus in order to 
introduce comprehensive con- 
stitutional reforms. 


Special factors affect November figures 

French output declines 4.5% 


By David Buchan In Parts 

THE FRENCH national 
statistics office, Insee, yester- 
day announced that the coun- 
try's industrial output fell in 
November by 45 per cent, a 
sharp drop that will further 
entrench economic recovery as 
the main issue in tbe March 
electioru 

The exceptional decline was 
largely due to special factors 
causing a 1 2 per cent drop 
across the range of energy pro- 
duction, with a refinery explo- 
sion limiting oil output, 
mild weather reducing gas 
demand, and sluggish industry 


depressing demand for electric- 
ity. 

The reduction in manufac- 
turing output in November 
from the previous month's 
level was a more modest 2.1 
per cent 

Nonetheless, at the very 
least growth in the French 
economy seems to have flat- 
tened out In the fourth quarter 
of last year, after a 2 per cent 
in gross domestic product 
between January and Septem- 
ber, and a 9.7 per cent rise in 
industrial output in October. 

Prime Minister Pierre B6x6- 
govoy last week abandoned the 
official forecast of higher 


growth this year. Both govern- 
ment and opposition have con- 
ceded that no reduction in the 
unemployment mountain of 
nearly 3m people - the main 
casualties of low growth and 
high interest rates - is likely 
until 1991 

• The Bank of France inter- 
vened to the tune of 
FFrl56Jbn <*285bn) to defend 
the franc in the seven weeks 
following mid-November and 
FFrl6.66bn in the first seven 
days of this year, according to 
the economic studies depart- 
ment ol state-owned bank 
Credit Lyonnais, Renter 
reports from Paris. 


East German investment worry 


By David Marsh 

FOREIGN companies seeking 
to invest in east German; 
widely believe they suffer dis- 
crimination compared with 
indigenous groups, according 
to a report* published today. 

The report, from the Anglo- 
German Foundation for the 
Study of Industrial Society, 
says foreign companies can 
overcome this handicap by 
emphasising the competitive 
advantages of foreign invest- 
ment in tbe east Foreign com- 


panies have made up about 10 
per cent of investment chan- 
neled to east German through 
privatisation of state industry 
holdings since reunification. 

France, the UK. the Nether- 
lands and Switzerland are the 
main European countries mak- 
ing east German acquisitions. 
The Treuhand, tbe government 
agency in charge of privatising 
east German assets, has been 
increasingly trying to promote 
foreign participation to spur 
competition. 

The Anglo-German Founda- 


tion advises foreign bidders to 
use this argument to support 
their investment efforts. 

Additionally, foreign compa- 
nies can argue that their acqui- 
sitions would prevent east Ger- 
man companies becoming 
secondary outlets, subordinate 
to parent companies in western 
Germany. 

* British investment in a united 
Germany. Anglo-German Foun- 
dation, 17 Bloomsbury Square, 
London WClA 2LP, or Jean- 
PauLStrasse 12 . 5300 Bonn 2 


European petrochemicals reform ‘could save $2bn’ 


By Paul Abrahams 

EUROPE'S petrochemical industry 
could save as much as $ 2 bn (£ 1 . 3 bn) 
a year if it restructures, according 
to a confidential survey of 34 plants 
representing 75 per cent of Euro- 
pean capacity. 

The survey*, by consultants Chem 
Systems in London, demonstrates 
the current plight of the petrochem- 
icals and plastics sector. It esti- 
mates that even the most efficient 
producers are generating a minus 5 
per cent return on capital. The 
worst producers are performing Ear 
worse than that. 

The Industry has been hit by a 


combination of slower than expec- 
ted demand growth and chronic 
overcapacity. The quickest and 
cheapest way to improve the indus- 
try’s cost structure is to concentrate 
the industry, eliminating the small- 
est and least efficient plants. This 
would leave between eight and 12 
producers but still ensure healthy 
competition, claims Mr Roger Long- 
ley, a Chem Systems director. 

Merely by reducing the number of 
polypropylene producers from 17 to 
11 the industry would save $250m a 

year, he argues. 

The survey also demonstrates 
most petrochemical and plastics 
plants are highly inefficient. If the 


most efficient European plant 
adopted the best practice of other 
plants in terms of staffing, mainte- 
nance, overheads, utilities, credit 
and logistics, it could make fixed- 
cost savings of $79 per tonne. 

The worst practices in existing 
plants add up to more than $230 per 
tonne higher than best practice. The 
difference between the worst and 
best plant is $153 per tonne. This 
excludes differences in raw materi- 
als - the few plants using liquid 
petroleum gas have a significant 
cost advantage over those using 
naphtha. 

The report adds that a properly 
integrated plant can create revenues 


worth more than $100 per tonne of 
ethylene. It says few refiners inte- 
grate their plants effectively. 

“The bottom line message Is clear 
and brutal," says Mr Longley. “Man- 
agement in almost every company 
has failed to address inefficiencies." 

The industry's ability to sort out 
its problems has been lessened since 
the early 1980s, because about 20 of 
the least efficient plants were shut 
down at that time, warns Mr Long- 
ley. 

The position of EG manufacturers 
is likely to deteriorate as they face 
increasing competition from 
imports. 

The consultants also warn that 


imports could take 40 per cent of 
the Ethylene Glycol market by the 
year 2000. European petrochemical 
manufacturers face an additional 
prohlem with the build up of envi- 
ronmental costs. It says the cost of 
complying with a carbon tax would 

add op to $32 to the cost of ethylene 

produced and $34 to the cost of high 
density polyethylene. 

Chem Systems reckons European 
polyethylene could faced environ- 
mental costs of up to $80 a tonne 
compared with importers. 

* European petrochemical strategy in 
the 1990s. Chem Systems, 28 St 
James's Square, London, SW1Y4JB, 
+ + 44 71 839 46 52 £25.000. 


PETROCHEMICAL 
PROCESSING EFFICIENCY 
(S/metric ton ethylene) 


Best - 
Leader* 


Leader - 

Worst! 


Manpower 2 ^ 

Maintenance 10 28 

Overheads 25 oo 

Utilities 16 40 

Logistics 15 15 

Credit S « 

Total 79 is3 

'Difference between best In each sector 
and overall cost-base leader. 
lOHterence between worst in each sec- 
tor and overall cost-bese leader. 


| Danes turn 

towards 

Maastricht 

By Hilary Barnes in 
Copenhagen 

A LARGE and increasing 
majority in Denmark supports 
the Maastricht treaty, accord- 
ing to an opinion poll pub- 
lished yesterday. 

The treaty is due to be sub- 
mitted to a second referendum 
in Denmark later this year. 
The poll showed that 56 per 
cent would vote yes, 30 per 
cent no, and 14 per cent were 
undecided. 

It was conducted on January 
11 and 12 , before the publica- 
tion of the Tamil report, on 1 
Thursday, and tbe consequent . 
resignation of Prime Minister 
Poul Scblfiter. 

This compares with a Decem- 
ber poll in which 51 per cent 
were in favour, 37 per cent 
against and 12 per cent iinde- 
dded. In last June's referen- 
dum on the treaty 50.7 per cent 
voted in favour of the treaty 
and 49.3 per cent against. , *•' 

The date of the second refer; 
endum has not yet been seL- 
but it is expected it will be held: 
in May. 
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Moslem-Croat clash 
threatens peace plan 


NEWS: EUROPE 


By Robert Mauthner , 

Diplomatic Editor ’ Ieraa saw the move as pre- 

empting a peace settlement 

A CRUCIAL Bosnian *“ d 004 been reached 

due today The fighttoghas intensified 

ally brokered n«« „ foUow ™g a» artier to Moslem 
Bosnia has been^vSshi^ troops ^ toe Bosnian Moslem 
by the oSSoThS^ 1 ^ army commander, Mr Sefer 
Sg betwera MoSSS HalflOTlc - to Ignore the order 
cAJSSttoSS^Hp?? 1 to "*”* to the Croat com- 
the war against 111 « and - T £ e Moslem Croat 

The battle ami mri n Bare-up threatens to nnder- 

Vakuf. a town in^outh^22 I ? m ® the peace process just as 
Hercegovina nea^th^A?- ^ 1, ^ 80311311 Serbs appeared to 

app^tohavfb^n^SfwS 5? completely isolated in the 
by the Geneva Geneva negotiations. Their 

Kelt DarrhM?in£? aC *i, pTOcess leader - Mr Radovan Karadzic, 
tablwl raS-BT the “ ap w as forced to make a humSS 
mediators Mr rJST^S 011 ® 1 about-turn at the confer- 
CyrUS Vance race week, when President 
. Slobodan Milosevic of Serbia 
9 roatlan forces have pot strong pressure on him to 
position^ 'm “ nso || da f e their accept the mediators’ constitu- 
debated tional framework for Bosnia- 
as Groat-controlled on the map, Hercegovina. 

SJ?S! dWMtea tha proposed However, Mr Karadzic 
utafhSTfii'* Bo ^/ Herce &°- agreed to do so only on condi- 
10 semi ' autonomo us tion that the Bosnian Serb 
p !S?!L . . . . assembly approved the propos- 

v That map. which is disputed als within a week. The assem- 
i. the . Moslems and bly*s vote today, at the Bos- 
berbs, has been formally nian Serb headquarters In 
approved, so far, only by the Pale, near the besieged Boa- 
Bosnian Croats. When the Bos- nian capital of Sarajevo, is 
man defence minister, Mr Bozo expected to be close. 

Rhjic, a Croat, ordered several But the indications are that 
Moslem army units to submit hardline deputies, who mniro 
themselves to the Croatian up the majority of the assem- 
co mm and at the weekend, Mos- bly, may be won round by the 

German SPD urgi 

Greens probe or 

in merger contract 

By Ariane Genillard in Bonn By Quentin Peel in Bonn 


SPD urges 
probe on 
contract 


WESTERN Germany’s Green 
party, once the strongest eco- 
logical movement in Europe, is 
to unite with Bundnis 90, a 
pro-environment group in the 
eastern part of the country, in 
a joint-party conference in 
May. 

The move is designed to 
regain a foothold in the federal 
parliament, which the west 
German Greens lost in the last 
elections after narrowly falling 
to get the required 5 per cent 
of the vote. Bundnis 90, a loose 
anti-communist movement 
allied with the east German 
Greens, won 5.6 per cent of the 
vote in" eastern Germany. 

The marriage of convenience 
was welcomed by the opposi- 
tion Social Democrats who 
hope to find a coalition partner 
if they gain power in Ger- 
many’s next general elections, 
scheduled to take place at the 
end of 1994. 

But Mr Uwe Lfihr, sec- 
retary-general of the liberal 
Free Democrats, the minority 
party in the government coali- 
tion, called the merger “an act 
of desperation”. 


GERMANY’S opposition Social 
Democrats (SPD) yesterday 
demanded clarification of the 
circumstances surrounding a 
DMSbn ($1.8bn) contract fbr a 
US-manufactured high altitude 
reconnaissance system, which 
has been put on ice pending an 
investigation Into possible 
corruption. 

The signing ceremony for 
the La pas system, made by 
E-Systems, of Greenville, 
Texas, was cancelled on Friday 
by Mr Volker Rnhe, the Ger- 
man. defence minister. 

The system, capable of moni- 
toring and evaluating elec- 
tronic information from high 
altitude, was Intended to be 
carried by 11 aircraft buBt by 
the Bavaria-based company 
Grab Luft- and Rfmmfahrt. 

The contract would have 
been the most important new 
collaborative venture between 
US and German defence con- 
tractors. 

The inquiry concerns two 
civilians formerly employed in 
the Defence Ministry, and the 
former Luftwaffe Inspector, 
General Eberhard Etmier. 
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arguments of Presidents Milos- 
evic, President Dobrica Cosic 
of the rump Yugoslav Federa- 
tion and Momir Bulatovic of 
Montenegro, all of whom have 
said they would attend person- 
ally to support the case Tor 
acceptance. Mr Nikola Kol- 
jevic, one of the three Bosnian 
Serb vice-presidents, said at 
the weekend that he hoped the 
fighting, which includes 
renewed Moslem-Serb clashes 
In eastern Bosnia, would not 
threaten the peace process. 

“I hope the leadership of the 
(Bosnian) Serb republic will be 
able to explain that the Geneva 
proposal is in our best inter- 
ests and represents a major 
step towards peace,” he was 
quoted as saying by the Bos- 
nian Serb news agency. 

It is clear, however, that 
even if the Bosnian Serb 
assembly gives the green light 
to the Vance-Owen constitu- 
tional principles, the road to a 
final peace settlement remains 
long and bard. In addition to 
the map dispute, the terms for 
a permanent ceasefire and 
troop pull-back, and particu- 
larly the placing of all heavy 
arms under United Nations 
control, are also likely to be 
disputed when it comes to 
negotiations of the details. 


Kosovo shudders under the yoke 

Jonathan Ledgard reports on Albanians’ resentment at the rule imposed by Serbia 

I N THE cramped and freez- invite Serb repression on a welcome them,” he says. ‘Tf it deploy massive peacek 

ing bungalow which Kosovo scale which could provoke irre- is Tirana, the Albanian capital forces on the ground 

bouses Kosovo’s outlawed r 3 7 t sistible demands for interven- they look to, we’ll help them rural communities and 


I N THE cramped and freez- 
ing bungalow which 
bouses Kosovo’s outlawed 
ethnic-Albanian parliam ent, 14 - 
year-old Lumzlm was giving 
his testimony. He looked 
shocked and close to tears. 

t .ii man m (not his real name) 
had saved DM300 ($188) selling 
cigarettes on the streets and 
had planned to travel to 
friends in Albania with the 
money. On the way to the bus 
station, he said, four Serbian 
policemen stopped him, 
stripped him naked in the 
freezing cold and found the 
money pinned to the inside 
pocket of his jeans. 

They beat him , stole his 
passport and money and forced 
the pin down bis throat An 
x-ray shows the two-inch pin 
lodged in his stomach. It would 
take an operation to remove it, 
but Serbian-controlled hospi- 
tals have denied care to Alba- 
nians. 

The Incident is part of the 
systematic political and human 
rights abuse, identified by 
international human rights 
organisations, inflicted on eth- 
nic Albanians, who make up 90 
per cent of Kosovo’s popula- 
tion. 

Kosovo used to be an autono- 
mous province of former Yugo- 
slavia until it was reincorpor- 
ated unilaterally into Serbia 
three years ago by Mr Slobo- 
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dan Milosevic, its Communist- 
turned- nationalist leader. 

Serbs, resentful that 500 
years of Ottoman rule and the 
high birth rate of ethnic Alba- 
nians has made them a tiny 
minority in the former cradle 
of Serbia's medieval kingdom, 
voted overwhelmingly for 
ultra-nationalists in last 
month's general elec- 
tions - boycotted by ethnic 
Albanians. The outcome has 
raised the tension level and the 
risk of an Albanian revolt 
which, once unleashed, would 


invite Serb repression on a 
scale which could provoke irre- 
sistible demands for Interven- 
tion from the Moslem world. 

It is a testament to the 
repression in Kosovo that 
Zeljko Raznjatovic , better 
known as “ArkaiT and 
described by the US govern- 
ment as a Serbian war crimi- 
nal, was elected to the all-Ser- 
bian parliament, and operates 
openly from the lobby of the 
Grand HoteL He dresses fash- 
ionably and is guarded by 
thuggish veterans from the 
earlier fighting In Vukovar and 
other war-tom towns and vil- 
lages in Croatia. 

In an interview he made 
clear his unconcern about his 
reputation and the war crimi- 
nal tag put on him by Mr Law- 
rence Eagleburger, US secre- 
tary of state. “I don’t give a 
damn about Eagleburger and 
his damn trial. He is more of a 
war c riminal than I am," he 

says. 

While extreme nationalists 
won roost of the seats In the 
December elections, the Demo- 
crats led by Mr Milan Panic, 
who were the only group pre- 
pared to compromise over Kos- 
ovo, did not even win a seat 
This is bad news for ethnic 
Albanians, although Arkan 
claims they have nothing to 
fear. “If the Albanians are hon- 
est and look to Belgrade we 


welcome them,” he says. “If it 
is Tirana, the Albanian capital 
they look to. we’ll help them 
back." 

Most ethnic Albanians here 
demand independence for Kos- 
ovo, rather than union with 
even more impoverished 
Albania across the mountains. 
But, asked about the clandes- 
tine ethnic Albanian govern- 
ment headed by self-styled 
president Ibrahim Rugova, 
Arkan was ominously dismis- 
sive. “Rugova is a tourist in 
Serbia, an Alb anian tourist He 
will be leaving very soon, 
believe me." 

Mr Rugova is trying to keep 
the peace, and it is proving 
very hard. The Serbs have shut 
all the Albanian media, but 
with every arrest and killing of 
an Albanian by Serbian 
authorities the country people, 
for whom the vendetta, or 
kahun, is still a cherished way 
of death, are becoming more 
restless. 

Mr Rugova and other ethnic 
Albanian intellectuals are 
haunted by the knowledge that 
any war would end in slaugh- 
ter of the unarmed Albanians, 
half of whom are under 15 
years of age. 

The Yugoslav civil war has 
been fought from the hamlet 
up. Kosovo will be no different. 
To stop a bloodbath here, the 
United Nations would have to 


deploy massive peacekeeping 
forces on the ground in the 
rural communities and emas- 
culate the Serbian authorities. 
This seems improbable. 

Young ethnic Alb anians say 
they are prepared to die. “We 
would rather die than be Ser- 
bian slaves," said one group of 
students. 

Many Serbs think the same 
way. “Only war will sort this 
mess out. That’s why I voted 
for Slobodan Milosevic. He will 
protect us from the Moslems, 
from genocide," said a work- 
ing-class Serb in the Kosovan 
capital, Pristina. 

Such views are common and 
there is almost no middle 
ground. Albanians want to be 
free and Serbs want back what 
they see as their cultural heri- 
tage. Arkan’s cause Is also 
clear. 

He will use all means avail- 
able to crush Albanian bopes 
of independence. 

But even Arkan fears clan- 
nish Albanian culture and has 
sponsored the inflow of Serb 
immigrants. He and his follow- 
ers exude violence and the 
hatred between Christians and 
Moslems here is tangible. As a 
warlord, Arkau has already 
become rich through war. 
Many fear he also has a per- 
sonal interest in seeing war 
and the opportunity for pillage 
spread to Kosovo. 
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When Toyota were looking for the right place to build 
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Allies leave themselves a wide range of target options for future attacks Damage goes J 


Raids designed to 
give clear message 


By David White, 

Defence Correspondent 

FOR ALL the signs of rapid 
military escalation, the three 
waves of attacks against Iraq 
by the DS and its British and 
French allies. In the space or 
less than five days, were all 
characterised by their limited 
scale. 

By not attacking some obvi- 
ous targets, such as key mili- 
tary installations in central 
Iraq, the coalition has reserved 
its options for further action 
against a recalcitrant President 
Saddam Hussein. 

The US has appeared anx- 
ious to demonstrate, particu- 
larly after the dubious results 
of the first attack last 
Wednesday, that it can hit 
Iraq when and where it 
chooses. 

The weapons and targets 
have been the same as or simi- 
lar to those of the Gulf war air 
campaign two years ago. But 
operations that were combined 
during the six weeks of attacks 
in early 1991 have been carried 
out separately. The allies want 
their action to be clearly seen 
as a specific response to Iraqi 
acts of defiance: movement of 
missiles in patrolled regions, 
stalling over UN inspections 
and unauthorised forays into 
Kuwaiti territory to retrieve 
material. 

A further echo of the 1991 
war is the combination of war- 
like rhetoric from Baghdad and 
unwillingness in practice to 
engage the US-led allies in 
combat This Is frustrating to 


attackers seeking to destroy air 
defences since their tactics are 
geared to homing-in on target- 
ing radars and to air-to-air 
combat 

The main action yesterday 
morning was against two Iraqi 
air defence sites where 
Wednesday's attack was 
incomplete: al-Najaf, on the 
32nd parallel, which forms the 
border of the southern no-Dy 
zone, and al-Samawa, just 

The US has 
appeared 
anxious to 
demonstrate 
that it can hit 
Iraq when and 
where it 
chooses 


inside that line and further to 
the east 

The allies have clearly been 
at pains to try to measure their 
action to make it commensu- 
rate with Iraqi challenges to 
UN authority and have also 
sought to minimise the risk to 
their own personnel 

According to UK officials, 43 
allied aircraft took part in yes- 
terday's action in southern 
Iraq, including 29 US and Brit- 
ish attack aircraft and US and 
French fighters. 

This was considerably fewer 


than took part in last Wednes- 
day's night attack against 
eight sites. In neither action 
did the allies attack air bases 
farther to the north from 
which Iraqi aircraft have 
infringed the no-fly zone in 
recent weeks, 

The cruise missile attack on 
Sunday against an engineering 
complex outside Baghdad, 
alleged to have produced 
nuclear-related equipment. Is 
seen as having more political 
than military significance, as a 
demonstration of US fire- 
power. It involved more than 
30 Tomahawk missiles fired 
from warships in the Gulf and 
the Red Sea and was the only 
time these weapons have been 
used, except in the Gulf war. 

The decision to return to 
sites In southern Iraq can be 
seen partly as a bid to restore 
US military pride after criti- 
cism. over the failure to 
destroy some of the targets last 
week. 

The targets did not include 
the al-Amarah facility assigned 
to the RAF Wednesday. The 
RAF said yesterday that a 
headquarters building at Al-A- 
marah had been completely 
destroyed by laser-guided 
bombs dropped by British Tor- 
nados, and an Intercept control 
facility was probably put out of 
operation. 

It remained to be seen if Iraq 
still possessed operational 
facilities of this kind for coor- 
dinating its air defences in the 
south. Officials warned that 
Iraqi forces would still be able 
to operate some anti-aircraft 
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systems independently of the 
centralised control systems. 

Further attacks in the north- 
ern no-fly zone focused on 
surface-to-air missile radars 
and anti-aircraft guns. This fol- 
lowed incidents in which 
radars locked on to allied air- 
craft, including two UK Jag- 
uars flying yesterday on a 
reconnaissance mission from 
their base in south-eastern 
Turkey, which also came under 
fire from anti-aircraft artillery. 


An Iraqi MiG-23, shot down 
by a US F-I6 in northern Iraq 
on Sunday, was the second 
such incident, a MiG-21 having 
been downed on December 27. 

Allied officials said they had 
no indication that Iraq had 
fired any missile towards the 
Arabian peninsula. This fol- 
lowed one report yesterday 
morning suggesting that a 
Scud missile might have been 
fired at the Saudi base of 
D hahr an and been shot down. 


Use of a Scud missile would 
constitute the most serious of 
any provocation by the Iraqis 
in the recent confrontation. 
Under the terms of its 1991 
ceasefire Iraq had to declare all 
its missiles able to reach tar- 
gets more than 90 miles away, 
and these were scheduled for 
destruction. However, Baghdad 
is believed to be harbouring an 
unknown number of Scud mis- 
siles from its previous Soviet- 
supplied stockpile. 


on display 
in Baghdad 


By James Whittington 
In Baghdad 

IRAQ was at pains yesterday 
to show the world the civilian 
damage inflicted by the allied 
missile attack on Baghdad two 
years to the day since the 
beginning of the Gulf war, with 
President Saddam Hussein vis- 
iting the injured in hospital. 
But his propaganda machine 
left the wiflin point of interest 
and the reason of Sunday’s 
attack a mystery. 

Three sites hit by missiles 
have been confirmed: the lobby 
of the Rashid hotel in Baghdad 
was badly damaged, a house in 
the suburb of Karada was half- 
demolished and a factory in 
Zafaraniya, 10 miles south of 
Baghdad and the announced 
target of the allied attack, was 
hit 

Western journalists, despite 
being escorted to the two civil- 
ian sites, were denied access to 
the factory at Zafaraniya. 
Described as a nuclear site by 
the allies and a facility for 
manufacturing industrial 
equipment by the Iraqis, an 
army official prevented an 
organised Ministry of Informa- 
tion tour of the site, despite the 
fact it had been viewed by 
some journalists immediately 
after the bombing. 

“Yesterday was one day, 
today is another, he said. 

The government took advan- 
tage of the high-profile Rashid 
bombing by holding a funeral 
for the two people who were 
killed in the hotel 

Escorted by a ceremonial 


army brass band, a large grerap 
of dignitaries, hotel staff and 
mourning relatives, the coffins 
of Ameriha Tama, a reception- 
ist at the hotel and a female 
guest were marched to a burial 
site to the acaanpanhheht of a 
funeral dirge. 

Soon afterwards, more than 
1,000 delegates at the Sixth 
Islamic Conference, who were 
removed to another hotel after 
the bombing last night, 
descended on the hotel to con- 
duct the day's proceedings; ami 
Rashid staff attempted to con- 
vey a sense of business as 

usual. 

It was the same all over 
Baghdad. Iraq has been under 
seige in military and economic 
terms almost continually since 
the beginning of the IranJraq 
war in 1980; coping in tragic 
circumstances has become a 
way of life. 

However, a sense of despair 
was apparent after Sunday’s 
attack, and disbelief that the 
capital was once again under 
fire from the allies. At the Kar- 
ada site, where one woman 
was killed and her two daugh- 
ters injured when their house 
was hit by a missile. Dr 
Mohammad Dowse, a military 
doctor and neighbour whose 
three daughters were injured 
by shattering glass, accused 
the allies of not caring about 
Iraqi civilians. 

“If people [In the west] saw 
the exact picture, they 
wouldn't agree with what hap- 
pened here. Rillin g ordinary 
Iraqis will not help enforce 
their demands,” he said. 







Kuwait still rebuilding 
its armed strength 


By Mark Nicholson 
In Kuwait City 

THE CLASHES in the Gulf 
over the past week have 
highlighted the continuing 
weakness of Kuwait's armed 
forces. They are still in the 
earliest stages of rebuilding 
after the Gulf war two years 
ago and do not alone have 
either the manpower or 
equipment to mount a credible 
military deterrent to Iraq. 

A pre war total of around 
25,000 armed forces personnel 
has shrunk to nearer 16,000 
after Kuwait’s military 
authorities ejected thousands 
of Bedouin, or stateless Arabs, 
who made up the core of the 
army’s fighters, judging their 
loyalty to be suspect after the 
Gulf war. 

Although Kuwait’s air force 
is at present being reinforced 
by the arrival of 40 F-18 jets 
ordered before the war - a few 
of which joined the first allied 
raid against southern Iraq last 


week - the undermanned 
ground force is equipped only 
with 150 Yugoslav-built M84 
tanks and little support 
equipment. 

Recently-ordered M1A2 tanks 
from the US are unlikely to be 
in effective service for up to 
two years, and Kuwait has still 
not decided on a large contract 
for armoured personnel 
carriers. The country has no 
air defence system of its own, 
relying for radar cover on US 
early-warning aircraft 
operating out of Saudi Arabia. 

However, western officials in 
Kuwait say there are ample 
forces in the country to deal 
with any Iraqi aggression. Last 
week the US deployed a 
1,100-strong US task force 
equipped with p re- positioned 
M1A1 tanks and Bradley 
fighting vehicles. It also has 
300 special forces troops on 
exercises in Kuwait A small 
Gulf force. Including a Saudi 
Arabian armoured brigade, is 
also still based in Kuwait 


Diplomats say that Iraq's 
remaining ground forces, 
which at best represent 40 per 
cent of the country's pre-war 
military strength, are tied up 
in northern Iraq and in 
continued fighting with Shla 
groups in the south. 

Several Republican Guard 
units are at present deployed 
around Baghdad. “There’s no 
way any force of any size could 
turn south and head for 
Kuwait,” said one. 

Western officials also 
discount any threat from 
whatever Scud missiles Iraq 
may have kept hidden from UN 
weapons inspectors. 

Although no one rules out 
the possibility that Iraq may be 
able to launch one or two 
missiles, this alone would 
represent no significant threat, 
not least because of the 
continued presence of Patriot 
anti-missile missiles in Saudi 
Arabia and - it is believed 
though officially denied - also 
in Kuwait itself. 



A Kuwaiti citizen inspecting the inside of a US armoured vehicle yesterday as troops prepare them for exercises in northern Kuwait 


British MPs uneasy over drift towards greater conflict 


By Philip Stephans, 

Political Editor 

THE RENEWED military action 
against Iraq brought the first signs 
of unease among British politicians 
yesterday over whether the western 
allies have framed a coherent strat- 
egy to respond to President Saddam 
Hussein's defiance of the United 
Nations. 

But Downing Street, warning of 
the possibility of renewed attacks 
unless Baghdad meets its UN obliga- 
tions, rejected opposition sugges- 
tions that the west should seek a 


further mandate from the Security 
Council 

Prime Minister John Major’s sup- 
port for the latest two strikes was 
endorsed by Labour and Liberal 
leaders after government assurances 
that the attacks were fully in accor- 
dance with international law and the 
terms of existing UN resolutions. A 
dozen left-wing Labour MPs opposed 
to the strikes failed to secure an 
emergency parliamentary debate on 
the conflict 

But concern voiced by opposition 
spokesmen about the allies’ 
long-term approach to the Iraqi 


leader was echoed by some senior 
Conservative MPs after a House of 
Commons statement by Mr Malcolm 
Rifkind, the defence secretary. 

Mr David Clark, Labour’s shadow 
defence secretary, and Mr Menzies 
Campbell, the Liberal Democrat 
spokesman, called for renewed 
debate in the Security Council 
to secure the broadest poss- 
ible coalition against Iraqi provoca- 
tion. 

Cautioning that the allies could be 
drifting towards another bout of 
large-scale hostilities, Mr Clark said 
that they needed to re-establish a 


coherent and long-term strategy 
towards Iraq. 

Mr David Howell, chairman of the 
influential foreign affairs committee 
of backbench MPs, added that mili- 
tary action should be underpinned 
by a political and diplomatic strat- 
egy designed to bolster internal Iraqi 
opposition. 

Mr Rifkind stressed repeatedly 
that the three countries involved In 
the latest strike were carrying out 
the will of the UN. In southern and 
northern Iraq the allies were acting 
In self-defence against an Iraqi mili- 
tary threat to aircraft monitoring 


the UN-backed no-fly zones. The 
cruise missile attack was a mea- 
sured and proportionate response to 
Baghdad's refusal to allow free 
access for UN weapons inspections 
teams. 

Officials added that there was no 
need for the west to seek a renewed 
mandate from the Security Council 
as long as its response remained pro- 
portionate to Iraqi defiance. 

But there was acknowledgement 
In Whitehall that if Saddam does not 
back down, it will be increasingly 
difficult to allow piecemeal escala- 
tion. Mr Rifkind said repeatedly yes- 


terday that military action was a 
last resort But he offered no other 
real alternatives. 

Mr Major Is acutely conscious of 
the need to remain with a UN frame- 
work. and of the concern in the Arab 
world about the legitimacy of 
repeated strikes. 

He spoke personally no fewer than 
six times to outgoing President 
George Bush over the weekend 
before final approval for the latest 
two strikes was given. 

But MPs at Westminster are no 
longer sure where military action is 
taking them. 


Opposition to Saddam forms a perplexing mosaic 

There are many rival groups, and the west is not sure about any of them, reports Gareth Smyth 


F OR THE US and its Gulf 
war allies the most 
desirable outcome of the 
renewed military pressure on 
the Baghdad regime would be 
the overthrow of President 
Saddam Hussein. But that, too, 
would pose another acute 
dilemma for Washington as it 
tries to assess the Iraqi oppo- 
nents of the regime and their 
chances of coining to power. 

A Middle East analyst advis- 
ing the incoming Clinton 
administration admitted yes- 
terday: "US policy [on the Iraqi 
opposition] is that we have no 
policy, basically because we 
don't know any of these guys.” 

The complex divisions and 
rivalries within the ranks of 
the Iraqi opposition reflect the 
frustrations of exile, the Influ- 
ence of regional powers and 
Iraq's multi-cultural nature. 

Iraq is an ethnic and reli- 
gious mosaic. Since the days of 
Ottoman rule its elite has been 


drawn from the Sunni Arabs 
who today occupy most high 
posts in the ruling Baath 
party. Living mainly In the 
centre of the country around 
Baghdad, they make up barely 
one fifth of the population. 

A quarter of Iraqis are 
Kurds, who are Sunnis but not 
Arabs. Some 55 per cent are 
Arab Shias, who share their 
religious traditions with Iran. 
The principal holy cities of 
Shi'ism, Najal and Kerbala, are 
in southern Iraq, where Ayatol- 
lah Khomeini, the spiritual 
leader of the Iranian revolu- 
tion, spent many years in exile. 

During the eight-year war 
with Iran the Shias fought 
alongside fellow Iraqis, but Mr 
Saddam, Saudi Arabia and the 
US all fear links between Iraq's 
Shias and Tehran. 

Iraq's two biggest Islamic 
umbrella groups, al Da'wa and 
the Supreme Council for the 
Islamic Revolution in Iraq 


(Sdri). form the backbone of 
resistance to the regime in the 
southern provinces of Naza- 
riya, Amazah and Basra. 

Other than the Kurds, they 
are Saddam’s only opponents 
with armed militias Inside 
Iraq. Both groups are Tehran- 


Turkey yesterday distanced 
itself from the US-led attack 
on Iraq, insisting that allied 
aircraft from the Inrirlik air 
base had acted in self-defence 
in bombing anti-aircraft 
Installations in northern Iraq, 
writes John Murray Brown in 
Ankara. It maintained the mls- 


based and not natural allies of 
the US. 

The London-based Iraqi 
National Congress (INC), 
founded in June last year, is 
more palatable to the west and 
was able to claim a degree of 
de facto recognition when a 
deputation met Mr James 


Baker, then US secretary of 
state, last July. 

The INC is a coalition of 
Kurds, liberal Shias and some 
moderate Arab nationalists 
Including former Baathist 
leader Mr Hani Fakaikl. Its 
programme promises a single, 


sion was part of Operation 
Provide Comfort, the coalition 
air umbrella to protect the 
Kurds north of the 36th paral- 
leL The issue is particularly 
sensitive for Mr Suleyman 
Demirel, prime minister, who 
criticised In opposition Incir- 
llk’s use In the Gulf war. 


democratic, multi-party Iraq 
but with Kurdish aspirations 
recognised. 

The INC wants wider west- 
ern Involvement in Iraq. It 
called last week for a UN secu- 
rity zone In south Iraq, a tribu- 
nal to try Mr Saddam for 
crimes against humanity, and 


direct UN responsibility for all 
h umanitarian assistance. 

The INCs support within 
Iraq remains hypothetical. Iraq 
has changed since many of its 
leaders were forced into exile, 
and a large part of the popula- 
tion has been born since Mr 
Saddam became president 

The INC has tried unsuccess- 
fully to co-opt the Islamic 
groups, who because of their 
operations inside Iraq are 
unwilling to be marginalised in 
any unified structure. Discus- 
sions are continuing but INC 
leaders remain sceptical of the 
Islamic groups' commitment to 
pluralism. The Islamic groups 
equally doubt the extent of 
concrete western support on 
offer to a unified opposition. 

Saudi Arabia and Syria have 
both derided the INC. 
Although hostile to Mr Sad- 
dam. they fear the influence of 
the Shias and are suspicious of 
democracy. Both governments 


have resisted the creation of a 
unified opposition and sponsor 
small groups of Iraqi Arab 
nationalists whom they would 
like to see in power. 

I n the north of Iraq some 
50,000 sq km have been 
administered by Kurdish 
guerrillas since autumn 1991, 
when Mr Saddam withdrew his 
administration and imposed an 
economic embargo. A coalition 
of Kurdish parties has created 
a fledgling state, elected a par- 
liament, and hosted an opposi- 
tion conference in “liberated 
Iraq”. 

But the Kurds are short of 
food, fuel and spare parts. The 
Iraqi government channels UN 
relief from Turkey through a 
checkpoint which according to 
the Kurds allows only about 10 
trucks a day to pass. 

Mr Saddam has suggested 
resuming negotiations with the 
Kurds, which broke down In 


199L He has offered to accept 
Kurdish autonomy with jointly 
supervised elections within six 
months, and promised a share 
of revenue from the Kirkuk oil- 
fields. 


region, and depend 
air cover above the 
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Legal basis 
for action 
is unclear 

By Edward Mortimer 


THE LEGAL status of the 
latest hostilities in the Gulf is 
confbsed by two separate Secu- 
rity Council resolutions, which 
differ in form and content 

Resolution 687, passed on 
April 4, 1991. embodies the for- 
mal ceasefire terms imposed on 
Iraq by the UN al the end of 
the Gulf war. Iraq was required 
to accept it, and did so, as the 
alternative would have been a 
resumption of hostilities. 

Violations of it amount to 
breaches of the ceasefire, and 
therefore the powers which 
fought the war (with the 
authorisation of th Security 
Council under an earlier reso- 
lution, No 678) consider them- 
selves legally entitled to 
respond to such violations with 
military force. 

Resolution 688, deals with 
the internal affairs of Iraq. It 
was a response to President & p 
Saddam Hussein's suppression 
of the uprisings in both south 
and north that followed bis 
defeat in the war. The attack 
on the Kurds, especially, 
caused an outburst of revul- 
sion and guilt in western coun- 
tries as well as serious alarm 
in Turkey, which found itself 
facing a refugee crisis. 

The Security Council con- 
demned the repression and 
demanded that Iraq put a stop 
to it; called for a “broad dia- 
logue” aimed at ensuring 
respect for “the human and ... 
political rights of all Iraqi citi- ttU l 
zens”; and insisted that Iraq 
allow international organisa- 
tions access to all those who 
needed help in any part of the 
country. 






It did not, however, threaten 
any action to enforce these 
d ema nds if Iraq foiled to com- 
ply with them. Western powers 
frequently refer to Resolution 
688 to justify the military 
action they subsequently took, 
first to establish a “safe haven" 
for the Kurds in the north of 
the country, and more recently 
to create a “no-fly zone" in the 
south — the latter being sup- 
Posed to inhibit repressive 
activities against the Shia Mas- 
Jpfa population, and particu- ^ 
farly against both refugees and 
indigenous inhabitants in the 
marshes of lower Mesopotamia, 
close to the Ir anian frontier. 

But the text of the resolution 
contains no reference to any 
such action. There has been 
intermittent talk of a new reso- 
lution to backup 688 and mate 
it enforceable. But so far none 
has been submitted. 

Formal de-recognition of Mr 
Saddam’s regime might be a 
necessary first step. 

The (JS god its aUipn acom to 

be on stronger legal ground in 
tekmg military action to deal 
with incursions across the 
Kuwa iti border, or with 
obstruction of the UN inspec- 
tion missions, verifying the 
destruction oT Iraq's non-con- ■*, 
ventionai weapons facilities, 
than they were in proclaiming 
the no-fly zones or in using 
mil itary force to impose Iraqi 
compliance with them. 
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New foreign minister named in Rao reshuffle 


Mahathir set 

for clash 
with sultans 


By Kleran Cooke 
in Kuala Lumpur 

MALAYSIA seems set for a 
constitutional crisis resulting 
from an increasingly bitter 
confrontation between the gov- 
ernment of Dr Mahathir 
Mohamad, the prime minister 
and the country’s nine sultans 
(hereditary rulers). 

Dr Mahathir yesterday 
Drought constitutional amend- 
ments into parliament which 
would abolish rights guaran- 
teeing the suitans' immunity 
from prosecution in courts. 
The amendments would pre- 
vent them pardoning members 
of their own families and 
would relax rules on reporting 
of any royal misdeeds. 

' The sultans issued a 
statement shortly before par- 
liaments! y proceedings began 
rejecting Dr Mahathir's amend- 
ments. saying the future of the 
monarchy in Malaysia was 
under threat 

Legal experts say the Malay- 
sian constitution stipulates a 
majority of the sultans, each of 
whom takes a turn as king, 
must give their consent to any 
constitutional changes affect- 
ing the monarchy. 

' Dr Mahathir insists he has 
the right to push the amend- 


ments through parliament. He 
rejects criticism that he wants 
to abolish the monarchy but 
says the sultans must be made 
accountable for their actions. 

The present stand-off origi- 
nated in an incident late last 
year when one of the sultans is 
alleged to have beaten up a 
sports official. The local media, 
which bad once avoided all 
adverse comment on the sul- 
tans, then began fulsome 
reporting of other alleged royal 
misdemeanours. 

Dr Mahathir insists most of 
the population firmly supports 
the government’s moves 
against the royalty, although 
the sultans are still regarded 
by some sections of the com- 
munity as an important sym- 
bol of the country's Malay and 
Islamic identity. 

The prime minister's critics 
say he is seeking to increase 
his executive powers. Parlia- 
ment is today expected to 
approve the government's 
amendments. 

It is then likely the sultans 
will challenge the action in the 
courts. 

That could lead to a long 
legal battle and possible unrest 
in the Malay community as 
government and royalty vie for 
popular support 



Kao: move to boost influence 


By Stefan Wagstyl 
in New Delhi 

INDIA'S Prime Minister P V 
Narasimha Rao yesterday 
appointed a new minister to 
take charge of foreign affairs. 
The appointment was part of 
Mr Rao's wide-ranging minis- 
terial reshuffle designed to 
bolster his authority in the 
wake of the Ayodhya crisis. 

Mr Dinesh Singh will join 
the cabinet as external affairs 
minister, taking a portfolio 
previously held by Mr Rao 
himself. He is (me of four new 
ministers; the others include 
Mr Pranab Mukherjee, new 
commerce minister, who will 
strengthen the team responsi- 
ble for the government's eco- 
nomic reform programme. 

The reshuffle was seen In 
Delhi last night as a successful 
bid by Mr Rao to boost his 
influence in the cabinet But 
the new men were not expec- 


ted to bring any immediate 
significant change in the gov- 
ernment's popularity as a 
whole, nor in its ability to deal 
effectively with the crisis 
caused by the destruction of 
the Ayodhya mosque and the 
ensuing violence. 

Mr Dinesh, 77, is a veteran 
of the ruling Congress (I) 
party who first served as a 
minister in 1962. His appoint- 
ment will bring into the cabi- 
net a representative from 
Uttar Pradesh, India's most 
populous state, where the Con- 
gress party is in need of rein- 
forcement, having lost ground 
to the Hindu Bharatiya Janata 
party, whose supporters 
stormed the Ayodhya mosque. 

Mr Mukheijee, 57, is moving 
to the Commerce Ministry 
from being deputy chairman of 
the government’s Planning 
Commission. He replaces Mr P. 
Chidambaram, who resigned 
over the Bombay security mar- 


ket scandal.. Mr Mukheijee, a 
former journalist, has served 
before in the Cabinet, includ- 
ing being finance minister in 
the early 1980s. The two other 
new Cabinet members are Mr 
A K Antony, minister for civil 
supplies, and Mr NK Salve, 
energy minister. 

• In Bombay, businessmen 
struggled to bring offices and 
factories back to normal work- 
ing after the violence that left 
over 600 dead and paralysed 
the city for nearly two weeks, 
writes R C Murthy. 

In the port, dockers worked 
to make room for waiting 
ships. The Indian Merchants' 
Chamber, a leading business 
body, says the dty has lost 
RsiSbn (£339m) In industrial 
output 

The worst-bit industry is 
leather, because many work- 
shops are operated by Mos- 
lems, the chief victims of the 
attacks of Hindu-led mobs. 


Production is concentrated in 
Dharavi, India's largest slum, 
where scores of businesses 
were burned and workers have 
fled. Mr HR Maffick, vice- 
chairman of the Leather 
Export Promotion Council, 
said it would take months for 
work to return to normal. 

Tbe city's jewellery and 
gemstone polishing industries 
are also badly hit because 
workers were unable to reach 
factories. An international 
exhibition, due to be held this 
week by the Gem and Jewel- 
lery Export Promotion Coun- 
cil, was postponed. 

Mr K R Subramaniam, a for- 
mer president of the Bombay 
Chamber of Commerce, 
expressed confidence that 
investment decisions would 
not be affected in the long run. 
Britain is pressing ahead with 
plans for Prime Minister John 
Major to visit Bombay while 
on a trip to India next week. 



Mukheijee: previous posts 


Water row threatens to surface at Turkish-Syrian meeting 


By John Murray Brown in Ankara 

WATER, which has so often 
jeopardised Turkey's relations with 
its Arab neighbours, again threatens 
to overshadow the talks in Damascus 
today between Turkish premier Suley- 
man Demirel and Syrian President 
Hafez al-Assad. It will be the first trip 


to Damascus for a Turkish leader 
since 1987. when Mr Turgut Ozal ini- 
tialled a joint security pact and guar- 
anteed Syria a flow of 500 cu metres a 
second where the Euphrates crosses 
the shared border. 

Some success on the security 
front, especially where Turks see 
Syria’s new willingness to curb rebels 


of the Kurdish Workers' Party (PKK), 
has helped pave the way for today’s 
meeting. In April, Ankara revived 
the security protocol. The two sides 
also agreed to restart trilateral 
water talks suspended because of 
the war with Iraq. But relations 
continue to be marked by mutual sus- 
picion. 


The Syrians will want to use 
today's talks to press the water issue, 
vital for 60 per cent of the country's 
power generation. Turkey has 
announced plans to start irrigating 
along the Hamm plain from May, 
diverting more water from the vast 
Ataturk reservoir. 

The Syrians argue that under the 


existing protocol there is an implicit 
undertaking for tbe Turks to negoti- 
ate a permanent water settlement 
once the reservoir is filled. 

Ankar a continues to resist the link- 
age between Syria’s backing for the 
PKK and Syria's security concerns 
over Turkish control of the Euphrates 
River. 


HK legislators voice 
fears on China talks 


By Robert Mauthner, 

_ Diplomatic Editor 

A GROUP of conservative 
Hong Kong legislators will 
today tell British govern- 
ment leaders of their deep 
concern at the way Sino-Brtt- 
ish relations have been deter- 
iorating as the result of pro- 
posals for greater democracy 
in the colony. 

The legislators, members 
of the 17-strong Co-operative 
Resources Centre, are expec- 
ted to tell Mr John Major, UK 
prime minister, and Mr 
Douglas Hurd, foreign, secre- 
: tary, that they would like to 
‘see a return to the policy of 
“convergence" in relations 
, between Britain and China. 

Mrs Selina Chow and Mr 
Howard Young said yester- 
day their main aim was to 
see a resumption of the dia- 
logue between Britain and 
China, which would ensure a 
smooth transition to the 
hand-over of sovereignty in 
1997. 

They were not asking for 
withdrawal by Mr Chris Pat- 
ten, Hong Kong governor, of 


his electoral reform package, 
the main cause of the trou- 
ble, bnt they would like him 
to amend tL 

“If the British government 
took the Initiative to amend 
the proposals, that might be 
the key to the reopening of 
the dialogue with China," Mr 
Young said. 

The Hong Kong people, 
caught in the middle of the 
Anglo-Chinese quarrel, did 
not relish tbe prospect of 
“four-and-a-half years of 
needless arguments” at their 
expense. 

“At the end of the day. it is 
the Hong Kong people who 
have to live with the conse- 
quences,” Mrs Chow said. 

The legislators said that, 
while they thought Mr Pat- 
ten had acted with the best 
intentions, they believed "he 
might not be getting file best 
advice”. The western form of 
adversarial politics was not 
necessarily the best way to 
handle the Chinese. "To get 
more, yon have to use per- 
suasion Mrs Chow said. 
Flexibility wins friends. 
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Beijing urges banks to 
tighten up on lending 


CHINESE leaders, worried that 
the economy is overheating, 
have told banks to tighten con- 
trol on lending to Industry, 
Reuter reports from Beijing. 

Premier Li Peng and Vice- 
Premier Zhu Rongji were 
quoted yesterday as telling a 
banking conference that state- 
run hanks this year must help 
cut money supply and credit, 
the prime source of inflation- 
ary pressure. 

Banks should "control not 
only the size of loans but also 
issuance of currency," the offi- 
cial Xinhua news agency 
quoted Zhu as saying. The 


comments highlight an urgent 
need for financial reform in 
China. The banking system 
was designed to serve the 
needs of Stalinist-style central 
planning and lacks the tools to 
fine-tune an emerging market 
economy. 

Last year, banks ignored 
government-imposed loan ceil- 
ings and poured credit into 
state-run industry, fuelling an 
investment boom underpin- 
ning 12 per cent growth. Indus- 
trial output was up 20 per cenL 
Since two-thirds of state indus- 
try is losing money, many 
loans will never be repaid. 


mila starts talks on 
>wth plan with IMF 

-a- am) mnnfltsrv 


Galang in Manila 

HILIPPINES starts 
ons with the Intema- 
onetary Fund tomor- 
a new programme 
pushing the economy 
a high-growtb plane, 
line negotiators, led by 
in del Rosario, finance 
. and Mr Jose Cuisia. 
of the Central Bank 
ilippines, will be seek- 
ts of more than S800m 
,) under the IMF s 
fund facility to sup- 
country's “ growth <* ri- 
te ODomic programme 
[ to cover the next 

■gramme is part of the 
rent’s plan for a 
if 4.5 per cent in tne 
this year, rising to 
igits by 1998- 
■I of a debilitating 
rower shortage, the 
grew by just 1-5 per 
»l despite heightened 
i brought about by the 
i political environ- 

irrent economic stabi- 
programme supported 
UF involves stringent 


soilings on fiscal and monetary 
expansion. It is due to end in 
March. 

The negotiations are expec- 
ted to be difficult. Early assess- 
ments of the Manila pro- 
gramme indicate strong 
pressure from the IMF to scale 
down the growth targets. 

IMF analysts had noted that 
previous high-growth periods 
in the Philippines were fol- 
lowed by balance-of-payments 
crises. . 

Owing to the heavy spend- 
ings on infrastructure allo- 
cated during the early part of 
the growth programme, the 
strategy could fuel inflation 
later and derail the ambitious 
scheme, according to some 

al However, the Philippine 
negotiators are expected to 
press for the programme, 
because of the need for a 
more dynamic investment ana 
overall output performance . 

The officials feel that after 
meeting the strict criteria 
attached to the current pro- 
gramme, the Philippines 
should be “in a stronger bar- 
gaining position" for the week- 
long negotiations. 


Leaders in Emerging Markets 
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NEWS: THE AMERICAS AND WORLD TRADE 


Calm hands 
take the US 
trade reins 

W HEN be comes and supported former Gov< 
before the Senate nor Jerry Brown, Later one 
finance committee Mr Clinton's opponents for t 



W HEN be comes 
before the Senate 
finance committee 
today for his confirmation 
hearing, Mr Mickey Kantor can 
claim one attribute possessed 
by none of the other would-be 
US trade representatives. As 
chairman of the Clinton cam- 
paign he took his seat on the 
roller coaster well before his 
rivals came aboard. 

In fact it was Mr Ranter's 
cool leadership that helped 
guide the president-elect 
through his worst crisis: the 
affair of Germifer Flowers, the 
candidate's self-described for- 
mer mistress. 

He is so trusted by Mr Clin- 
ton that it was surprising 
when the president-elect 
selected others to oversee the 
presidential transition. 

Instead Mr Kantor was given 
the chore of setting up last 
month's widely applauded Lit- 
tle Rock economic conference, 
and be became the only cam- 
paign official to be nominated 
for a cabinet post. 

In Washington, where he is 
little known, the appointment 
was greeted with some gloom 
as Mr Kantor has had little 
experience with trade. One of 
the kindest remarks made of 
him since his nomination came 
from Mrs Carla Hills, the cur- 
rent trade representative, who 
briefed him and called him “a 
willing learner". Another 
senior US trade official dis- 
missed worries: "Trade isn't 
exactly quantum physics, you 
know.” 

Mr Kantor been portrayed in 
the press as just another lobby- 
ist, whose long list of clients 
has included NEC. the Japa- 
nese electronics conglomerate. 
Atlanta Richfield, Philip Mor- 
ris, Occidental Petroleum, and 
Martin Marietta. It has been 
suggested that Mr Clinton, who 
promised In his new order to 
"put people first", will con- 
tinue to let corporate interests 
hold sway in Washington. 

Mr Kantor and his friends 
are likely to And this view 
ironic. Bora in Tennessee, he 
grew up during the worst 
school integration battles and 
became an ardent civil rights 
supporter. 

He began his career as a pov- 
erty lawyer, focusing on the 
rights of migrant farm work- 
■ers, and founded the Los 
Angeles Conservation Corps, 
which is designed to teach dis- 
cipline to urban teenagers. He 
was also a member of the 
Christopher Commission, 
under the soon-to-be secretary 
of state Warren Christopher, 
which was charged with rec- 
ommending reforms for the 
Los Angeles Police Depart- 
ment. 

Mr Kantor began working for 
the election of liberal Demo- 
crats in California in the 1970s, 


and supported farmer Gover- 
nor Jerry Brown, Later one of 
Mr Clinton's opponents for the 
Democratic nomination, fn 
1974 he threw himself into the 
campaign for former Vice-Pres- 
ident Walter Mondale. Among 
politicians he is seen as hard- 
working, tough and highly effi- 
cient 

His prestige was not boosted 
by the way in which Mr Clin- 
ton chose him as trade repre- 
sentative. He was not included 
in the economic team, which 
was the first batch of appoint- 
ments, and was the last cabi- 
net member to be a named. 
This came In a last-minute 
flurry to finish all key appoint- 
ments by Christmas. 

The post reportedly had been 
offered to Mr Ron Brown, who 
chose to be commerce secre- 
tary and who announced at his 
confirmation hearing that the 
Commerce Department would 
lead the way on trade policy. 

Mr Clinton then met Mexi- 
can President Carlos Salinas de 
Gortari and promised to 
appoint one person to take 

Nancy Dunne 

examines the 

challenges 

facing 

Mickey Kantor 

charge of completing side 
agreements on the North 
American Free Trade Agree- 
ment. 

The Clinton camp, perhaps 
realising that Mr Kantor had 
once again been slighted, 
suggested that the person in 
charge would be Mr Kantor. 
Congressman Kika de la Garza, 
chairman of the agriculture 
committee, said the new posi- 
tion could be akin to ambassa- 
dor on Mexican affair s in the 
State Department 

Intelligent and able as Mr 
Kantor may be as a legal nego- 
tiator, he still has to learn the 
Uruguay Round portfolio. He is 
being urged by at least one 
influential private-sector lobby- 
ist to call for an overall reas- 
sessment of the Round, during 
which he would consult with 
Congress, business groups and 
US trading partners. He would 
then be able to ask for an 
extension of the fast-track 
negotiating authority. 

Mr Kantor is also likely to 
face pressure for an early deci- 
sion on whether or not to retal- 
iate against Japan for its fail- 
ure to abide by a 
market-opening agreement on 
semiconductors. 

He will find much on his 
plate and many critics ready to 
pounce if he foils to take a firm 
grip on the trade reins. 



Show Hmp- Michael Jackson (left) joins Bill Clinton, his daughter Chelsea and Diana Ross during inaugural celebrations 

No rain falling on this parade 

Washington is enjoying the party despite Iraq, writes Jurek Martin 

T HE last time the leader Mr Clinton, indeed, might Finally. Mr Clinton seemed him secretary of state, then 1 
of the “out" party took well set a record for a new to catch the sense that he was and I would resign, so be cou 
over the White House, president by having to author- about to become president For become president again, t 


T HE last time the leader 
of the “out" party took 
over the White House, 
national attention was divided. 
Jimmy Carter spent most of 
his last morning as president 
hanging on the telephone, 
waiting to hear news from Teh- 
ran that the aircraft carrying 
the US hostages had taken off. 

In what was seen in the US 
as a last, cruel twist of the 
knife by Ayatollah Khomeini, 
it was nearly two hours into 
Ronald Reagan's presidency 
before the word was received 
in Washington. 

There is a similar sense per- 
vading Bill Clinton’s inaugural 
week, with the US-led coalition 
engaged in air raids and dog- 
fights in Iraq, with President 
Saddam Hussein continuing to 
blare defiance and with Presi- 
dent George Bush, looking 
grim and serious, tucked away 
at Camp David in Maryland's 
Catoctln mountains, Issuing 
his final orders. 


Mr Clinton, indeed, might 
well set a record for a new 
president by having to author- 
ise more offensive action in a 
distant part of the world 
within hours of moving into 
the Oval Office. 

But the late night briefings 
by General Colin Powell and 
his more carefully phrased 
public utterances on Iraq are 
not spoiling his party. If the 
first two days are anything to 
go by, this may prove one of 
the more memorable celebra- 
tions of the transfer of power. 

Sunday’s “reunion" on the 
Mall, against the floodlit back- 
drop of the Lincoln Memorial, 
was everything it was cracked 
up to be. Surely never has 
there been a finer fireworks 
display, rattling windows all 
across the nation's capital, 
while not even Mr Reagan, a 
product of Hollywood, could 
assemble tbe galaxy of enter- 
tainment stars performing In a 
president-elect’s honour. 


Finally. Mr Clinton seemed 
to catch the sense that he was 
about to become president For 
once he was not operating on 
what has become known as 
Clinton Standard Time, in 
which the ti min g of all 
appointments and engage- 
ments is strictly notional He 
was only four minutes late 
arriving at the Lincoln Memo- 
rial from Charlottesville, Vir- 
ginia, on Sunday and did not 
drop in for a chat at McDon- 
ald's on his dawn run down 
Pennsylvania Avenue yester- 
day morning. 


M r Clinton's words 
also matched the 
spirit of the moment 
In a mercifully brief speech, be 
invoked Lincoln's “better 
angels of our nature” to guide 
his presidency. Earlier, in Mon- 
ticello, he was asked by a 
young boy what cabinet post 
he would give Thomas Jeffer- 
son if he were alive. “Td make 


Uruguay Round talks await signal 


By Frances Williams 
in Geneva 

THE Trade Negotiations 
Committee, the most senior 
negotiating body of the Uru- 
guay Round of trade liberalisa- 
tion talks, will today formally 
take stock of the six-year-old 
talks on the eve of President 
BUI Clinton's inauguration. 

Resumption of talks now 
awaits a signal from the new 
administration in Washington. 

Although US and European 
Community negotiators did not 
make the necessary break- 
through in their last-minute 
dash for the line before Presi- 
dent George Bush leaves office 
tomorrow, EC officials said 


Liberalisation of 'South 
Korea's rice market as pro- 
posed in the Uruguay Round of 
global trade talks, would 
threaten the survival of many 
of the country's 6m farmers, a 
delegation from the country’s 
National Assembly said yester- 
day, writes Frances Williams. 

Six deputies have been in 
Geneva to lobby key trade 

yesterday there was a basis for 
a Uruguay Round settlement 

“The beginning of March or 
some weeks beyond that is 
now a realistic working 
hypothesis,” a senior EC nego- 
tiator said, referring to the 
March 2 deadline for submis- 


negotiators, as well as Mr 
Arthur Dunkel, director-gen- 
eral of the General Agreement 
on Tariffs and Trade, on South 
Korean opposition to “tariffi- 
cation withont exception”. 
This proposal would oblige 
countries to convert all farm 
import barriers into tariffs, 
which would then be gradually 
reduced. 

sion of a Uruguay Round pact 
to the US Congress under the 
administration’s current nego- 
tiating authority. 

US officials have implied 
that, if President Clinton 
requested it, Congress might 
be prepared to grant the talks 


an extension, although this 
could not go beyond the end of 
May, when the negotiating 
mandate expires. 

The Clinton administration 
would then have to seek a new 
mandate, which would almost 
certainly mean changes to the 
Uruguay Round agenda and 
another long delay before the 
lOS-nation talks could be com- 
pleted. 

EC negotiators have consis- 
tently pressed for an early deal 
but might welcome a short 
delay until after French elec- 
tions In March. The French 
government has threatened to 
veto the Uruguay Round pack- 
age, which embodies a farm 
trade deal it opposes. 


Cuba to offer oil licences [Italians to build Tube link 


OIL-STARVED Cuba, which is 
trying to develop its domestic 
oil deposits, will next month 
offer 11 onshore and offshore 
blocks for exploration and 
development by foreign compa- 
nies, Reuter reports from 

Havana. 

It will be the first interna- 
tional tender of its kind by 
Cuba, which has suffered 
severe oil shortages since tije 
collapse of its preferential 
trade links with the former 
Soviet Union. 

The Cuban state oil company 


Cubapetroleo (Cupet) 
announced that the tender 
inviting bids would be offi- 
cially presented In Calgary and 
London on February 10 and 17 
respectively. 

On offer for production shar- 
ing contracts were seven 
onshore and three offshore 
blocks, with one block strad- 
dling land and sea. Foreign oO 
companies had until August 1 
to present their bids. A British 
company, Simon Petroleum 
Technology, would help organ- 
ise the tender. 


Cupet officials said the blocks 
were in various parts of the 
island, including one in the 
western province of Pinar del 
Rio and another in south-eas- 
tern Granina province. These 
were areas which were either 
unexplored or where past 
exploration data were now out 
of date, the officials said. 

A second tender offering 
more exploration blocks was 
planned for later. 

Over the past two years, 
Cuba has awarded contracts 
for seven exploration blocks. 


By Haig Simon lan 
fn Milan 

ITALSTRADE, the civil 
engineering arm of Italy’s IR1 
state holding company, has 
signed a letter of intent for a 
LSObn (£35m) contract to build 
parallel tunnels beneath the 
Thames for a crucial section of 
London Underground's £1.7bn 
Jubilee Line extension. 

The 2.5km tunnel, linking 
the new Canary Wharf Tube 
station with that at Canada 
Water on tbe south bank of 


the Thames, will pass 35 
metres below ground level. 
Construction, which involves 
Italstrade and two smaller 
Italian building groups, will 
take four years. 

Italstrade, Italy's second big- 
gest civil engineering group, 
has also given details of three 
other important contracts not 
previously announced. 

Work has begun on the 
L200bn extension to Tangiers 
of the Casablanca -Rabat 
motorway in Morocco. In Tur- 
key, the company has won a 


L285bn contract to build the 
Berke dam on the country’s 
border with Syria; while in 
Romania, construction 
recently started on a L240bn 
terminal building for Buchar- 
est airport 

Italstrade has been short- 
listed for a second Jubilee Line 
contract from London Under- 
ground for a parallel 2.85 km 
tunnel from London Bridge to 
the new Canada Water station. 

The 963m deal would take 
just under four years to com- 
plete. 


Haiti military 
agrees to talk 
on democracy 


him secretary of state, then A1 
and I would resign, so be could 
become president again," he 
said. Mr Gore, more predicta- 
bly, talked of Jefferson’s envi- 
ronmental qualifications. 

Yesterday was Martin Luther 
King Day. a national holiday in 
most of the country. The great 
civil rights leader had deliv- 
ered his immortal “I have a 
dream” speech from the steps 
of the Lincoln Memorial, and 
yesterday morning Mr Clinton 
paid further tribute to hirain 
an address at Howard Univer- 
sity, Washington's overwhelm- 
ingly black college. 

His widow, Mrs Coretta Scott 
King, had her mind on some- 
thing else yesterday as she 
criticised the raids on Iraq. 
Perhaps it was her way of 
reminding Mr Clinton that 
there is a real and troubled 
world out there that not even 
the most fabulous of Washing- 
ton parties can conceal for 
more than a few days. 


By Canute James 
In Kingston, Jamaica 

HAITI'S military rulers have 
yielded to growing interna- 
tional pressure and say they 
are willing to discuss the resto- 
ration of democracy in the 
country. Until now, they have 
resisted efforts to restore tbe 
Caribbean republic's elected 
president since a coup nearly 
16 months ago. 

The change in the military s 
position, indicated in a letter 
from General Raoul Cedras, 
the army chief, to Mr Dante 
Caputo, a United Nations spe- 
cial envoy, still leaves unclear 
whether the army leaders will 
agree to retire. Their departure 
from the army is one of the 
persistent demands of Father 
Jean-Bertrand Aristide, Haiti’s 
exiled president 

The military has made its 
apparent concession in 
response to the UN’s increas- 
ing role in trying to have Fr 
Aristide restored to the presi- 
dential palace, following a year 
of failed efforts by the Organi- 
sation of American States. 

Diplomats in Port-au-Prince, 
Haiti’s capital, said yesterday 
that Gen Cedras’s deci- 
sion - over the objections of 
Mr Marc Bazin, the army-ap- 
pointed prime minister - was 
the result of a growing realisa- 
tion that the UN would adopt 
stronger measures against the 
country, including the tighten- 


ing of the economic embargo. 

Mr Caputo said Gen Cedras 
had agreed to the deployment 
of an international observer 
force in Haiti, and to the start 
of discuss ions on ending the 
crisis. Those discussions are 
likely to deal with the appoint- 
ment of a mutually acceptable 
interim prime minister and the 
conditions under which Fr 
Aristide can return to the 
country. 

Army leaders have previ- 
ously iwgiBtud privately- that Fr 
Aristide would not be allowed 
back into Haiti “under any 
conditions.” 

Aides of the deposed presi- 
dent have said he wants the 
Haitian military to accept au 
agreement brokered just uniter 
a year ago for the appointment 
of an interim premier, which 
was scuttled when soldiers 
threatened legislators before 
they could ratify it 

A solution of Haiti’s political 
crisis will be high on the for- 
eign policy agenda of US Presi- 
dent-elect Bill Clinton, who is 
concerned about a flood of ref- 
ugees. Both he and Fr Aristide 
have told Haitians to stay at 
home and the US coast guard 
has tightened its cordon 
against refugees from Haiti. 

Said one diplomat: “To get 
the army to go along with any 
plan which will put them out 
of effective control while 
restoring Mr Aristide will take 
some doing." 


Honda in Ecuador 
motorcycle seeks to 
tie-up with entice 
Piaggio investors 


HONDA of Japan yesterday 
moved to strengthen its posi- 
tion in the European motor- 
cycle market by announcing 
an alliance with Piaggio, the 
Italian manufacturer, writes 
Charles Lead beater- in Tokyo. 

Piaggio, which makes the 
Vespa scooter as well as 
mopeds, motorcycles and small 
commercial vehicles, is 
Europe's largest maker of 
motorcycles. 

Honda, which already has a 
wide-ranging technical collabo- 
ration with Peugeot of France, 
is the world's leading motor- 
cycle manufacturer, with a 
world market share of about 40 
per cent It sells about 3.5m 
motorcycles a year worldwide, 
made in 33 plants. 

Motorcycle sales, particu- 
larly the strong growth in 
exports to the rest of Asia, 
have helped Honda weather 
the downturn in its Japanese 
car sales. 

Under the basic agreement 
between Honda and Piaggio, 
working groups will be set op 
to examine product develop- 
ment for the European market. 
“The objective is to establish a 
collaborative working relation- 
ship focused on new product 
development in small and mid- 
sized motorcycles,” said 
Honda. 

The Japanese company will 
also provide some key compo- 
nents for Piaggio, such as 
engines for tbe company's Gil- 
era range of motorcycles. 

The two companies also plan 
to co-operate In the design, 
ma n u fa c ture and procurement 
of standardised parts for use In 
their motorcycles for the Euro- 
pean market 


Chile closes book on pioneering debt-swap experiment 

H APPILY for Chile’s - was inconceivable during Another rough estimate places also prompted some foreign bled on the stock exchange. Fletcher Challenge acquired a to the country " Mr Ffiwv 
central bank, the the lean 1980s, when Chile pio the stock of foreign direct investors to rethink their busi- "It would have been more newsprint mill in’ 1987 using Davis savs “No (SniwM™, 
growth of direct for- neered debt-equity swaps to investment in Chile within the ness strategies in Chile. profitable to get into acuities” siaom nf Chilean Hnhr 


H appily for chile’s 
central bank, the 
growth of direct for- 
eign investment and the 
strength of the economy have 
done away with the need for 
special incentives such as 
debt-equity conversions. But 
the effects of the pioneering 
scheme are still working their 
way through the Chilean finan- 
cial system. 

The bank is expecting a sig- 
nificant Increase in profit 
remittances this year after 
relaxing the rules for foreign 
Investors who acquired Chil- 
ean assets through such swaps. 

Contrary to expectations, the 
central bank is relishing the 
prospect of a wider current 
account deficit - forecast to 
double to 3 per cent of GDP in 
1993 - to ease a dollar glut 
which is putting pressure on 
the exchange rate and compli- 
cating monetary management 
Chile’s net International 
reserves climbed from $6.6bn 
to S9bn (£5-9bn) in 1992. enough 
to caver a year of imports and 
equivalent to roughly half its 
foreign debt The dollar bounty 
- product of a healthy trade 
surplus and net capital Inflows 


- was inconceivable during 
the lean 1980s, when Chile pio- 
neered debt-equity swaps to 
tighten its foreign debt. 
Between 1985 and 1991 Chile 
retired an estimated $i0-5bn of 
foreign debt through debt con- 
versions, most into equity in 
Chilean companies. 

To help nudge some of tbe 
dollar inflows out of the coun- 
try, the bank has lifted all 
restrictions on the repatriation 
of capital ami profits, subject 
to a 3 per cent exit fee on the 
original value of the 
debt-equity swap. Previously 
these investments were subject 
to a four-year wait for profit 
remittances, while the capital 
was tied in Chile for 10 years. 

However, remarkably few 
multinationals appear so far to 
be taking up the offer. Unless a 
parent company is in financial, 
straits at borne, multinationals 
have chosen to plough profits 
Into their Chilean businesses, 
which have been providing 
handsome returns. The central 
bank's “very rough estimate” 
for 1992 places net reinvested 
profits at up to 1700m, of which 
8400m correspond to 
debt-equity investments. 


Another rough estimate places 
the stock of foreign direct 
investment in Chile within the 
$10bn-$13bn range - roughly 
30 per cent of GDP. About $4bn 
of this was acquired through 
debt-equity conversions. 

Bankers Trust, one of the 
earliest and most successful 
debt-swappers, has also been 
the first this year to call in 


also prompted some foreign 
investors to rethink their busi- 
ness strategies in Chile. 

Citibank, which converted 
$145m of its own Chilean debt 
paper to invest in forestry, 
fishing and mining ventures, 
has now put many of these up 
for sale to expand its local 
financial services. Mr Carlos 
Fuks, Citibank's general man- 


bled on the stock exchange. 

"It would have been more 
profitable to get into equities,” 
Mr Fuks reflects. “In retro- 
spect, our debt-equity swaps 
benefited Chile more than they 
did our bank.” 

Although debt-swaps were 
authorised freely to finance 
everything from the Mormon 
church to Pepsi Cola bottling 


Foreign investors are now free to rethink 
their strategies, writes Leslie Crawford 


part of its investments.' In Jan- 
uary Bankers Trust sold its 
majority stake in AFP Provida. 
the largest private pension 
fund in Chile, to local investors 
for $53. lm. It originally bought 
a 60 per cent share in AFP 
Provida for $9m In 1986, and 
later sold part of this to Chemi- 
cal Bank and the Bank of 
Tokyo. The three banks say 
they will repatriate $44 ^ra 
abroad. The remainder will be 
reinvested in their fast-grow- 
ing life-insurance business. 

The greater freedom con- 
ferred to debt-swappers has 


ager in Santiago, says all the 
proceeds will be reinvested in 
Chile. Only a small portion of 
debt-swap profits win be remit- 
ted, for the first time, in 1993. 

Citibank took the unusual 
step for a bank of investing in 
new productive ventures - the 
biggest was a 8460m pulp mill 
in partnership with Royal 
Dutch/Shell and Scott Paper of 
the US. Other foreign banks 
chose to buy into local banks, 
life insurance companies and 
private pension funds. Many 
built up stakes in Chile's priva- 
tised companies or simply gam- 


plants. perhaps the greatest 
impact of the programme has 
been in tbe development of the 
palp and paper industry. 

Three new pulp mills costing 
$L5bn have entered production 
since 1991. All of them 
included debt-equity conver- 
sions as a key part of project 
finance. The New Zealand, for- 
estry group Carter Holt Har- 
vey, which came to Chile in 
1987 with a $164m debt-equity 
deal, once described its Chilean 
assets as its “most profitable 
off-shore investment". 

Another New Zealand group. 


Fletcher Challenge, acquired a 
newsprint mill in 1987 using 
5130m of Chilean debt paper 
bought at a 34 per cent dis- 
count 

Mr Bryce Whitcher, Fletcher 
Challenge’s representative in 
Santiago, says the discount 
made the transaction attrac- 
tive and tbe risk acceptable. 

“It is difficult to be certain 
whether any investment would 
have been made without the 
debt-swap," he says. “There 
was and still is a strategic fit 
to our other forest invest- 
ments, but it may not have 
been, of the size or at the time 
of the actual investment.” 

Despite its success, Chile's 
use of debt-equity swaps tmd 
detractors from the start Mr 
Ricardo Ffrench-Davis, a for- 
mer central bonk director of 
studies, estimates foreign 
investors were subsidised to 
the tune of $lbn by buying 
Chilean debt paper at a dis- 
count on the secondary mar- 
kets and exchanging it at near 
face value for pesos In Chile. 

“While it is true that swaps 
helped reactivate confidence 
and investment In Chile, tiffs 
was done at a very great cost 


to the country," Mr Ffrench- 
Davis says. “No thought was 
given to which sectors of the 
economy would most benefit 
from debt-equity conversions. 
The subsidy was handed out 
with no criteria." 

Central bank officials say 
privately they never felt com- 
fortable as guardians of this 
huge subsidy for foreign inves- 
tors. More than 300 swaps were 
approved between 198560, and 
keeping tabs on all the money 
proved an impossible task. The 
central bank knows erf several 
cases of fraud which it cannot 
prosecute due to lack of evi- 
dence. Nor have they wished to 
create unnecessary hostile 
waves for the majority of bona- 
fide investors. 

While Chile is closing thin 
chapter, other countries in the 
region are still actively using 
debt-swaps as an Integral part 
of their privatisation pro- 
grammes. 

Argentina has cancelled 
$l2bn of debt through 
debt-equity conversions in the 
past three years. Peru is also 
studying the Chilean model as 
it puts its own privatisation 
programme into gear. 


ECUADOR’S sweeping reform 
of investment regulations last 
week has opened all sectors of 
tbe economy to foreign capit&L 
Direct foreign investment 
will be treated under the same 
conditions as national capital 
and will no longer require 
prior government approval, 
while profits can be freely 
expatriated and converted into 
hard currency. 

Under the new law, which 
replaces one enacted in June 
1991, all transfers of company 
shares will automatically be 
approved by the Ministry of 
Industry, opening the way for 
foreign acquisitions of domes- 
tic companies. 

Mr Mauricio Pinto, minis ter 
of industry, commerce and 
fisheries and one of the driv- 
ing forces behind the new law, 
says sectors which have been 
completely opened up to for- 
eign investment include the 
public services, banking, tele- 
communications and insur- 
ance. 

Banking, for example, had 
been limited to 49 per cent for- 
eign ownership. 

While many observers of the 
Ecuadorean economy acknowl- 
edge that the new law is a big 
step towards liberalising for- 
eign investment, they are cau- 
tious. 

Mr David Edwards, an econ- 
omist at the US embassy in 
Quito, says some issue have 
not been addressed by the reg- 
ulations, including price 
in the pharmaceutical indus- 
try, weak copyright protec- 
tion, and the macro-economic 
climate. 

While he does not see US 
investors rushing in to the 
Ecuador market, he says US 
companies have expressed 
interest in the telecommunica- 
tions industry. 

He also expects Colombian 
and Venezuelan Investors to 
bny majority shares in 
Ecuador’s banking industry; 
they have already acquired 
minority stakes in recent 
months. 

According to Mr Carlos de la 
Paz of the British govern- 
ment’s Overseas Trade Service, 
companies such as British 
Petroleum and British Gas, 
which left Ecuador in 1990 and 
1991 respectively, may now 
reconsider returning. 

“Some British mining com- 
panies will be happy,” he says. 
Abov e all, he adds, the new 
regulations are a sign that the 
government Is heading in tbe 
right direction. 

One issue the new regula- 
tions do not address Is the 
unequal tax structure. 

While domestic companies 
are taxed at a Oat 25 per cent, 
roreign companies pay an 
additional li per cent on 
remitted profits and In some 
cases more. Reforming the tax 
structure would require con- 
gressional approval, but Mr 
Jose Vifiads, an economist at 
the sub-secretary of commerce, 
expects a law to he passed 
soon. 

Raymond Colitt 
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Labour split 
on Maastricht 
treaty tactics 


By Philip Stephens 
and David Owen 

THE government's hopes of 
pushing through legislation to 
ratify the Maastricht treaty 
were given a significant boost 
yesterday as splits emerged in 
Britain’s opposition Labour 
party over the bill endorsing 
closer EC integration. 

As the legislation returned to 
the House of Commons yester- 
day for another three-day ses- 
sion of line-by-line debate in its 
Committee stage, prominent 
pro-Europeans on the Labour 
benches challenged their par- 
ty's official policy. 

The government can ensure 
the passage of the bill only if it 
wins a series of “closure 
motions'’ to limit debate on the 
hundreds of wrecking amend- 
ments proposed by Euro-scep- 
tics in the Conservative party. 
Labour policy has been to join 
with the rebels to oppose such 
motions. 

But a number of pro-Euro- 
pean Labour MPs are now 
warning that the party's tac- 
tics risk undermining its Euro- 
pean credentials. 

Skilful handling of the bill 
by Tory party managers and 
the tacit support of smaller 
parties has so far allowed the 
government to win closure 
motions on two of the 25 
groups of amendments winch 
must be debated in the Com- 
mittee Stage. 

At the same time, the suc- 
cessful outcome of the Edin- 
burgh summit has intensified 
the unease of Labour support- 


ers of the treaty about being 
seen as allies of the Tory Euro- 
sceptics. 

More than 85 Labour MPs 
last month signed a parliamen- 
tary motion calling for the 
“rapid completion” of the 
Maastricht treaty’s ratification. 
Many of them now want the 
party leadership to abstain on 
closure motions as long as the 
government continues to give 
reasonable time to debate the 
bilL 

The divisions are expected to 
emerge publicly tomorrow at a 
meeting of the parliamentary 
Labour party. The pro-Euro- 
pean MPs believe that they can 
rely on the support of less com- 
mitted colleagues who have 
already become exasperated at 
being forced to remain con- 
stantly In the Commons simply 
to be on hand to vote against 
closure motions. 

Mr John Smith, the Labour 
leader, is expected to oppose 
any formal shift in the party's 
position. But leading Labour 
MP predicted last night that 
support for the official line was 
likely to “melt away.” 

Debate yesterday moved to 
industrial policy, with Labour 
choosing to highlight Britain’s 
poor record on unemployment 
compared with its European 
partners. 

Challenging the government 
to explain how it defined 
industrial policy, Labour 
spokesman Mr Derek Fatchett 
argued the free market had 
failed in the 1990s. “The role of 
government intervention is 
back on the agenda.” he said. 


Government names 
first rail regulator 


By Richard Tomkins, 

Transport Correspondent 

THE government yesterday 
chose a lawyer and a former 
merchant banker to take two 
positions at the centre of its 
plans for implementing the pri- 
vatisation of British Rail, the 
state-owned railway. 

They are Mr John Swift QC. 
an expert in competition law, 
who is to become the Rail Reg- 
ulator, and Mr Roger Salmon, a 
former director at N.M. Roths- 
child merchant bank who is to 
become the Director of Passen- 
ger Rail Franchising. 

Mr Swift will play a key role 
as Rail Regulator, ensuring 
that train operators - passen- 
ger and freight - get fair 
access to the railway tracks at 
an acceptable price. He will 
also be responsible for protect- 


ing rail passenger’s interests. 

Mr Salmon will be responsi- 
ble for franchising private sec- 
tor companies to take over the 
operation of BR’s passenger 
services and making sure they 
fulfil their obligations once the 
franchises are awarded. 

The appointments follow the 
government’s decision last 
month to install Mr Bob Hor- 
ton, former chairman of British 
Petroleum, as vice chairman of 
BR with special responsibility 
for setting up Railtrack, the 
state-owned authority which, 
will own BR’s tracks. 

Completion of these key 
appointments further empha- 
sises the government’s deter- 
mination to press ahead with 
rail privatisation in spite of 
sharp criticisms of its plans 
from opposition parties and 
some Conservatives. 


CBI survey dampens hopes of retail recovery 


Britain in brief 


By Emma Tucker, 

Economics Staff 

BRISK RETAIL trade in the 
last few days before Christmas 
failed to lift December sales 
above levels of a year ago, 
according to the Confederation 
of British Industry, the UK 
employers' organisation. 

The CBI distributive trades 
survey published today contra- 
dicts anecdotal evidence of a 
boost to shop sales last month, 
showing instead that, overall, 
many retailers had a disap- 
pointing Christmas. 

Mr Nigel Whittaker, chair- 

Northern 
businesses 
see signs 
of upturn 

By Our Regional Staff 

A SLOW recovery has started 
In the northern counties of 
Yorkshire and Humberside, 
according to a survey of busi- 
ness performance carried out 
by the region's chambers of 
commerce. 

Similar surveys in 
north-east England and Cum- 
bria, amt to the east Midlands, 
also reveal a modest increase 
in sales and orders during the 
last quarter of 1992, repeating 
the experience of companies, 
reported by regional chambers 
earlier this month, in north 
west England, the west Mid- 
lands and north Wales. 

Yorkshire and Humberside, 
with the largest regional can- 
vass of companies - 1,464 of 
them - said the return of 
orders to the levels recorded 
just after last April's general 
election could mean “some 
economic recovery in 1993, 
barring any minor setbacks.” 

But in the north-east, tbe 
Northern Development Com- 
pany and the Teesside and 
Tyne and Wear chambers 
noted that business perfor- 
mance is still some way below 
the levels achieved during the 
first half of 1992. 

The surveys also reveal 
improved export prospects, 
most notably in tbe north-east 
and Cumbria where, of the 769 
companies responding, 47.8 
per cent reported higher sales. 

Yorkshire and Humberside 
chambers attributed the stron- 
ger export trend to sterling 
devaluation but warned that, 
the slowdown In Germany, the 
region's largest export market, 
meant this may not last 

Such caution mirrors that of 
the Birmingham business 
group of the Confederation of 
British Industry which 
recently reported that a higher 
flow of orders was coming 
from the OS and the Far East, 
rather than continental 
Europe. 


man of the CBTs distributive 
trades panel said the results 
were an improvement on 

recent months, and that sales 
were expected to be up on a 
year ago this month. 

Sales are now reported to 
have fallen on a year-on-year 
basis for three successive 
months, to December, the bal- 
ance of retailers reporting an 
increase in sales minus those 
reporting a decrease was -4 
compared with +5 to Decem- 
ber 199 L to November the bal- 
ance was -9. 

The CBI noted a marked dis- 
crepancy between the perfor- 


mance of big retailers, who 
indicated sales were up, and 
small retailers - employing less 
than 200 people - who did 
badly. It also believes consum- 
ers have become more discern- 
ing and may have been waiting 
for the January sales before 
matring significant purchases. 

Specialist food shops, off-li- 
cences, bookshops, stationers 
and DIY retailers were among 
those who suffered a particu- 
larly dismal month. Off-li- 
cences said sales had declined 
significantly year-on-year for 
five successive months. 

Business was better for con- 


fectioners. tobacconists, news- 
agents. chemists and clothing 
retailers whose sales were 
higher than in December I99L 
The survey, conducted 
between December 16 and Jan- 
uary 6 is the first indication 
that Christmas sales did not 
live up to expectations. 

Mr Whittaker said: "Consum- 
ers are cautious and axe 
looking our for bargains. The 
cuts in interest rates in the 
Autumn have not had their 
full impact on spending.” 

Official figures tomorrow are 
expected by economists to 
show a small increase on the 


month, but a more substantial 
rise - around 2 per cent - on 
the year. 

The CBI said motor trades 
had the best month in Decem- 
ber, with sales increasing 
against expectations. Although 
sales for the time of year con- 
tinued to be poor, they 
improved on November with 
sales of vehicles increasing. 

Wholesalers reported a year- 
on-year decline to sales for the 
third successive month. The 
survey said they were able to 
reduce stocks in December fol- 
lowing cuts in orders placed 
with suppliers. 




Towns and villages across Scotland were yesterday struggling to cope with serious flooding following a rapid thaw after weeks of 
freezing weather. In Perth (above) many residents were evacuated and boats were used to rescue motorists trapped in their cars 


Charities Aid Foundation welcomes ‘staggering sum’ 


Sainsbury gives trust £200m 


By Guy da Jonquidres, 
Consumer Industries Editor 

MR DAVID Sainsbury. 
chairman of the J. Sainsbury 
supermarket chain and one of 
Britain's richest men, has 
given shares in the company 
worth £200m to the Gatsby 
Cbari table Foundation, a 
grant-making trust which he 
has funded since 1967. 

The donation, from Mr Sains- 
bury’s personal holding, is 
believed to be by far the larg- 
est UK charitable contribution 
by a private individual in 
recent times. It was described 
as "a staggering sum" by* the 
Charities Aid Foundation, 
which monitors charity 
finances. 

The Gatsby Foundation dis- 
bursed about £15m last year, 
making it Britain's third larg- 


est grant-giving trust mea- 
sured by spending. Yesterday's 
donation of 35-6m J. Sainsbury 
ordinary shares - roughly 2 
per cent of the company’s 
equity - will increase Its capi- 
tal to about £500m. 

Named after F. Scott Fitzger- 
ald’s navel The Great Gatsby - 
the tragic tale of an ostenta- 
tious American parvenu whose 
fortune stemmed from shad- 
owy origins - the trust 
finances a wide range of activi- 
ties close to the 52-year-old Mr 
Sainsbury s personal interests. 

They include management 
and technical education, Afri- 
can development programmes, 
support for disadvantaged chil- 
dren, economic and business 
research, health care and plant 
science. The trust is a leading 
supporter of the Centre for 
Business Strategy at the Lon- 


don Business School, where Mr 
Sainsbury is chairman of (he 
board of governors. 

The trust is the largest of 
several charitable organisa- 
tions founded by members of 
the Sainsbury family, which 
have total assets of about £lbn. 
Three of Mr Sainsbury’s cous- 
ins helped finance the con- 
struction of the National Gal- 
lery Extension in the 1980s. 

The Gatsby Foundation has 
pledged to retain its J. Salis- 
bury shares as an investment 
They currently pay an annual 
dividend worth about £4m. 

Mr Sainsbury, who became 
chairman of the company to 
November, will remain the 
wealthiest member of the fam- 
ily with a personal holding of 
312.5m shares - L7 per cent of 
the company's equity - after 
the donation. 


Code planned on EC jobs and pay law 


By John Willman, 

Public Policy Editor 

THE government is planning 
to publish a clear and defini- 
tive explanation of how EC leg- 
islation protecting the jobs and 
pay of workers in mergers 
affects the contracting-out of 
public services, Mr William 
Waldegrave said yesterday. 

Mr Waldegrave, the public 
services minister, was address- 
ing a conference organised by 
the Cabinet Office to involve 
business in the government’s 
market-testing programme. 

Doubts over whether the EC 
legislation applies have cast a 


shadow over the programme, 
which will put £U5bn of dvll 
service work out to tender by 
the end of September. 

A series of judgments in the 
European Court of Justice has 
extended tbe scope of the EC 
legislation to contracting out. 

Experts in employment law 
have warned that companies 
which win contracts to provide 
public services are likely to be 
covered by the Transfer of 
Undertakings (Protection of 
Employment) Regulations 1981 
- known as Tupe. This would 
make it harder for them to 
sack workers. 

Mr Waldegrave told the con- 


ference that the Tupe regula- 
tions had not hindered market- 
testing to the past, nor would 
they in the future. 

He warned that whether the 
regulations applied to any con- 
tract depended on the particu- 
lar circumstances of the case. 
Companies bidding for work 
should take legal advice on 
whether they applied in each 
case. 

Yesterday's conference - 
attended by more than 500 
business executives - was 
picketed by civil service trade 
unions. Mr John Ellis, secre- 
tary of the Council of Civil Ser- 
vice Unions, described the pro- 


gramme as the "biggest car 
boot sale ever held". 

The unions warned that they 
would oppose the market-test- 
ing programme which exposes 
the jobs of over 44,000 civil ser- 
vants to competitive tendering. 
The CCSU said it would use 
the Tupe regulations to ensure 
that contractors maintain civil 
service pay and conditions. 

Mr Waldegrave, however, 
challenged the assumption that 
all contracting-out involved 
cutting the pay and conditions 
of the workforce. “Many exist- 
ing transfers where Tupe does 
apply have still proved worth- 
while for contractors," he said. 


International commission 
seeks proposals on Ulster 


By Jimmy Bums 

AN international commission 
of inquiry seeking ways for- 
ward on Northern Ireland 
begins three weeks of public 
bearings today to Belfast. 

The commission is chaired 
by Professor Torkel Opsahi, a 
leading international human 
rights lawyer and United 
Nations adviser. 

Other members include Mr 
Eamonn Gallagher, the former 
EC director general of fish- 
eries, and Lady Faulkner of 
Downpatrick, a former BBC 
governor for Northern Ireland, 


whose husband Brian was the 
last prime-minister of the Stor- 
mont assembly. 

The idea for the commission 
came from Initiative '92, an 
independent non-political 
group formed two years ago by 
Mr Simon Lee, a law professor 
at Queen's University, Belfast, 
and Mr Robin Wilson, the edi- 
tor of Fortnight a local current 
affairs magazine. 

The commission has funding 
from several charity groups led 
by the Joseph Rowntree Trust, 
Barrow Cadbury, the Northern 
Ireland Voluntary Trust, and 
the Nuffield Foundation. 


Companies 
obsessed by 
cost-cutting 
says survey 

By Andrew Taylor, 

BRITISH manufacturers are 
obsessed with cost-cutting and 
are failing to invest sufficiently 
in research and development 
according to a survey pub- 
lished today. 

The survey of more than 200 
manag ing directors and techni- 
cal directors warns that 
Britain is in danger of squan- 
dering improvements in pro- 
ductivity and quality through 
not paying enough attention to 
product development. 

Computervision, the manu- 
facturing design company 
which conducted the survey of 
companies with more than 300 
employees, said that most man- 
ufacturers identified research 
and development as a cost 
rather than an investment. 

A third of those questioned 
said cost-cutting was the most 
important issue facing their 
business. 

Mr Garre th. Evans, Compu- 
ter-vision's managing director 
of managing director, said lack 
of investment was the biggest 
obstacle faring manufacturers. 

"Finns see themselves as 
vulnerable on research and 
development and the use of 
advanced manufacturing tech- 
nology relative to Germany's 
performance.” he said 
Almost 75 per cent of manu- 
facturers declared themselves 
“fully prepared" for the single 
European market, with 89 per 
cent of companies already sell- 
ing or planning to sell goods in 
other EC markets. 



Industrial alliance improves political links 

Peter Marsh examines the work of a foundation aimed at promoting growth 


Anthony Cowgfll: seeking a political hearing for industry 


A N ALLIANCE of 21 big 
British companies 
including Imperial 
Chemical Industries, Marks 
and Spencer and Rolls-Royce 
has emerged as a force trying 
to insure that UK policies 
encourage growth. 

Senior managers from the 
group have quarterly meetings 
at 10 Downing Street with Mr 
Gus O'Donnell, Mr John 
Major's press secretary, at 
which they pass on views 
about actions they would like 
from the government. 

The group, the British Man- 
agement Data Foundation, is 
the brainchild of Mr Anthony 
CowgiU, a 77-year-old former 
army officer who founded It to 
1980- 

Members include Shell UK, 
Wellcome. Allied-Lyons, ICL, 
British Gas, National Power, TI 
Group and Lucas. British 
Petroleum, Unilever and Brit- 
ish Aerospace, while not part 
of the foundation, sometimes 
send people to meetings. 

News of Its largely unpubli- 
cised activities comes as indus- 
try steps up its efforts to win a 
bigger voice in government 


after several years of complain- 
ing that policies do not value 
manufacturing highly enough. 

In a meeting with Mr O’Don- 
nell to November, the founda- 
tion pressed for long-term 
efforts to make government 
officials more sympathetic to 
manufacturing, as well as for 
cuts in interest rates. Mr 
O'Donnell said notes from the 
meetings were passed to Mr 
Major. 

The group last year met Mr 
Michael Heseltine. trade and 
industry secretary, to discuss 
how to promote industrial 
innovation. It has recently 
started a discussion with Mr 
Alan Budd, the Treasury’s 
chief economic adviser, to an 
effort to build on the Trea- 
sury's initiative to foster better 
links with Industry. 

Members also have called for 
government action on educa- 
tion and training to bored the 
numbers of young people who 
know about technology. 

In the past three months, the 
group and other organisations 
putting similar views have 
seen their efforts at least 
partly rewarded. 


Mr Norman Lamont, the 
chancellor, unveiled a modest 
package of measures to help 
industry in the November 
Autumn Statement, while Mr 
John Major has stressed that 
the March Budget should fol- 
low similar principles. The 
prime minister has also talked 
about making the civil service 
more sympathetic to industry. 

"We are beginning to see a 
more receptive approach by 
the government," says Mr 
Cow gill. “And on the part of 
industry there has also been a 
change, with less whingeing 
and more selectivity about the 
things it wants from the politi- 
cians.” 

The former brigadier, who 
set up the foundation in 1980 
after taking over an existing 
engineering study group, said 
the foundation's main role is to 
set up meetings involving its 
member companies and the 
government There were about 
40 such gatherings last years, 
most of them receiving little or 
no publicity. 

Taking part in these talks 
normally are senior managers 
rather than company chairman 


or main-board directors. As a 
result, industry representatives 
do not necessarily have to 
repeat company views, but say 
what they really think about 
specific issues. 

to keeping with this goal of 
encouraging dialogue rather 
than pushing fixed ideas, Mr 
Cowgill does not like to call 
himself a lobbyist. He prefers 
the term “illuminator of facts”. 

Mr Cowgill describes his 
organisation - which provided 
him with a £35,000 salary last 
year - as a “Mickey Mouse 
outfit.” He runs the foundation 
from a converted garage to his 
home in Gloucestershire, west- 
ern England. 

Mr Richard Freeman, chief 
economist at ICL says: “It has 
provided people in industry 
access to people at high levels 
to government they would not 
otherwise meet” 

Membership of the group 
costs £5,000 a year and is by 
invitation of Mr CowgilL It fea- 
tures a range of companies rep- 
resenting many different sec- 
tors. 

According to Mr Malcolm 
Edwards, former marketing 


director of British Coal and 
now an independent energy 
adviser, the most recent Down- 
ing Street discussions had a 
big effect on influencing Mr 
Major to come out with state- 
ments asking banks to reduce 
the cost of business loans by 
passing on to customers a big- 
ger proportion of recent base 
rate cuts. 

As for his own views about 
industry, Mr Cowgill thinks 
Britain has become too 
involved with the rest of 
Europe and that politicians 
should spend more time mak- 
ing sore UK businesses can 
compete on a global scale. 

He says Britain should 
refuse to sign the Maastricht 
treaty and was delighted when 
Britain left the European 
exchange rate mechanism, 
whtoh he says was keeping the 
exchange rate and also interest 
rates at an artificially high 
level. 

“Sometimes I walk a tight- 
rope, especially when I am in a 
discussion with the govern- 
ment,” he says. “But normally 
I try to keep to the background 
and let others do the talking ” 


Patten plans 
shake-up in 
education 

radical reforms to primary 
education in England, includ- 
ing the streaming of pupils by 
ability and an overhaul of pri- 
mary teacher training, have 

been announced by Mr John 
Patten, education secretary. 

They mark a farther stage in 
the government's assault on 
“progressive" teaching. 

Mr Patten is writing to all 
19,000 primary schools is 
England nrging them to 
"achieve a better match of 
work to children's needs." His 
“five-point plan" includes 
greater nse of "whole class” 
and specific-subject teaching, 
the introduction of streaming 
by subject where possible, and 
the grouping of chil dren by 
ability where not This is the 
first time the government has 
sought to make streaming at . 
primary level a matter of 
national policy. 

Support for 
Indian trip 

Mr John Major won support 
from industrialists for taking 
senior businessmen on his 
India trip next week - a move 
described by Downing Street as 
part of efforts to create UK jobs 
and promote co-operation. 

One delegation member. Mr 
Howard Davies, director gen- 
eral of the Confederation of 
British Industry, hailed the 
trip was symbolic. "To find a 
tot of prime minis terial time 
spent on promoting exports in 
a very large but difficult mar- 
ket is something which cheers 
people up," he said. 


Guinness files 
“went missing” 

Documents relating to the 
£5.2m allegedly stolen from 
Guinness by Mr Thomas Ward, 
the US lawyer, went missing 
after his attorney went 
through files on Mr Ward's 
transactions, an Old Bailey 
jury has been told. 

The files were held in the 
offices of Mr Michael Dee, a 
Jersey-based company admin- 
istrator who looked after Mar- 
keting and Acquisition Consul- 
tants Ltd. MAC, a company 
owned by Mr Ward, the court 
was told. Giving evidence. Mr 
Dee said that in December 
1986, Mr W illiam Dwyer, Mi- 
Ward’s attorney, had been 
allowed to review the files on 
MAC. He was left alone in Mr 
Dee’s offices for a hour or two 
to do this. 

When Mr Dee next looked at 
tbe files there were "one or 
two” documents he could no 
longer find, he said. 

These included a file note 
recording Mr Ward's instruc- 
tions to transfer £3m of tbe 
£5. 2m to the Swiss bank 
account of Mr Ernest Saun- 
ders, the former Guinness ; 
chief executive, he said. ] 

Mr Ward is charged with the ) 
theft of the £5J2m from Gain- j 
ness, and single charges oil 
false accounting and executing I 
a valuable security in connec- i 
tion with the alleged theft He 
denies ail the charges. The 
trial continues today. 


Nationwide 
closes agencies 

Nationwide, the UK’s second 
largest building society, says il 
is to close 58 of its 361 estate 
agency branches with the loss 
of 300 jobs, after a year-long 
review of its estate agency 
business. The society, which 
has a high ratio of costs to 
income compared to other soci- 
eties, says the move indicated 
its continued confidence in the 
rest of its estate agency busi- 
ness, which last year lost £l2m. 

Lawyers plan 
to save £43m 

The Law Society and the Bar 
have put together a package of 
cost-cntting measures 
designed to replace the Gov- 
ernment’s proposed ents In 
legal aid eligibility. The pro- 
posals are calculated to save 
£43m - the savings in the 
legal aid budget the Lord 
Chancellor has said he must 
find to meet Treasury targets. 

Hoteliers are 
more optimistic 

The proportion of UK hoteliers 
who think recovery has begun 
increased to 27.1 per cent to 
the tost quarter of 1992, com- 
pared with 13 per cent in the 
previous quarter, according to 
Horwath leisure consultants. 
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In spite of improvements, banks still fail small business 
customers. Charles Batchelor looks at the commercial 
relationship in which normal rules do not seem to apply 
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H ire a car and the rental 
companies fall over 
themselves to win your 
business and make you 
feel a valued customer. Hire money 
from a bank and somehow the nor- 
mal commercial relationship does 
not apply. The customer pays - 
though he will not be invoiced in 
advance - but is often left with the 
feeling the bank is providing a 
favour and not a service. 

Clearly banks are different from 
car hire companies. The commercial 
relationship endures far longer; the 
product on offer Is converted into 
other, sometimes negative, assets 
by tbe customer, and, on top their • 
duty to shareholders, banks have a 
responsibility to their depositors. 

The uneasy relationship between 
the h anks and a sizeable minority of 
their small business customers has 
provided fuel lor an acrimonious 
debate which has rumbled on for 
the past five years. It was given 
fresh impetus by the publication 
last week of a new study* of the 
banks - the fifth in a series - by 
the Forum of Private Business. 

The forum, normally the most 
pugnacious of the small business 
lobby groups, took pains to stress 
the improvements which have 
occurred and to emphasise the need 
for a constructive debate. 

The study, carried out by a team 
from Nottingham University, found 
that there was no foundation to the 
oft-repeated claim that the hanks 
had not passed on base rate cuts to 
customers. There was also a greater 
differentiation in the quality of ser- 
vice offered which tbe forum took 
as proof the banks did not operate a 
cartel. Barclays ranked most highly 
for the quality of service to small 
businesses while Lloyds lagged a 
poor fourth. 

But beneath this rather optimistic 
gloss the survey comes to some 
worrying conclusions about the 
banks' performance. There are still 
M substantial weaknesses" in the 
banking relationship and indica- 
tions that, in the event of economic 
recovery, banks would not be well 


placed to respond to an increase in 
demand for funds from businesses. 

Bank charges, interest rates and 
the bulks’ demand for collateral 
remain important constraints on 
small firms, said Martin Binks, 
h*»ad of the research team. The pub- 
lication of business charters and 
tariff cards by the larger hanks has 
helped businesses calculate their 
likely charges. But there remains 
“genuine pessimism” about the 
overall impact of the charters on 
hank attitudes, the survey reported. 

For reasons which were not clear 
to the researchers, tbe Scottish 
Ranks - Royal Bank of Scotland, 
Bank of Scotland and Clydesdale - 
outshone their English counterparts 
in the quality of service provided. 

Possible reasons include the fact 
that the Scottish banks are smaller, 
easier to manage and can afford to 
be more selective in their choice of 
customer. 

Most worrying, given the efforts 
the banks say they have made to 
improve matters, was the view 
among small businesses that the 
quality of the h anks ’ service had 


declined since 1990. 

The reason for this, according to 
Jane Bradshaw, head of small busi- 
ness services at National Westmin- 
ster Bank, was that tbe recession 
had obscured the progress which 
had been made. 

NatWest has increased training 
programmes to familiar ise manag- 
ers with the problems facing s mall 
business, freed staff from adminis- 
trative duties to concentrate on cus- 
tomer relations and improved the 
service provided in specialist areas 
such as franchising, Bradshaw 
points out 

However much the banks 
improve their services they will 
always suffer from the fact that 
they have to refuse finance to some 
of the people who ask'for it she 
says. And, she notes, any survey of 
hanking issues will inevitably high- 
light bank-related problems. 

There may be some truth in this 
last assertion but the h anks ’ usual 
defence - that the banking horror 
stories which have received public- 
ity are anecdotes without statistical 
significance - is no longer tenable. 
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The forum survey covered more 
than 6,000 businesses and provides 
a valid cross-section of the small 
business communit y. 

At the same time hanks like Nat- 
West claim that their own customer 
surveys indicate very high levels of 
satisfaction. A survey on behalf of 
all the main high street banks 
among start-up companies showed 
92 per cent rated the banks’ service 
as quite or very good. 

One of the most common com- 
plaints of recent months - that the 
banks have reduced loan facilities 
across the board - is not confirmed 
by NatWest’s figures, says Brad- 
shaw. In tiie 15 months to Septem- 


ber 1992, NatWest increased the 
overdraft famfitfau available to 39 
per cent of its customers and 
reduced them for only 22 per cent 
Tins view appears to be supported 
by the latest NatWest/SmaH Busi- 
ness Research Trust survey which 
found that access to finance ranked 
only eighth among the problems 
facing small firms, well behind 
issues such as lack of turnover - 
the frontrunner cited by 44 per cent 
of <em*TT firms questioned — and 
cashflow diffiffniHas (12 per cent). 
Further light on this aspect of the 
banks’ behaviour will be shed by a 
Treasury review of the small busi- 
ness loan market to be published in 


Taking the banks to task 


B usiness owners who would 
once have accepted the bank 
manager’s advice without 
question have become far more 
criticaL They are now aware of the 
need to manage the banking rela- 
tionship. Points they should watch 
include: 

• If yon are unhappy with your 
bank’s charges check with the 
branch how they are calculated. 
Errors are common and it is not 
unknown for a 0 to be added to the 
interest rate or for penalty rates to 
be levied on the entire overdraft 
and not lust the excess. 

• If the manager cannot say how 
he has arrived at a particular level 
of charges press for an explana- 
tion. This should be less common 


now the banks have published cus- 
tomer charters and more details of 
their rates bat it does sometimes 
occur. 

• Negotiate on fees bnt do not 
forget that the bank has to a 
profit too. It makes sense to com- 
pare what your bank offers with 
file competition and use this in 
negotiations. 

• Ultimately it may be worth 
chang in g hanks bnt do not under- 
estimate the inconvenience 
involved. Make sure the bank yon 
would like to move to will be pre- 
pared to take on your account. 
Some managers are reluctant to 
take on refugees from their com- 
petitors on the grounds that they 
may be troublemakers. 


• Eeep your h ank manager 
informed about the progress of 
your business on a regular and 
timely basis. This is more than a 
chore. It is a useful discipline 
which will keep you more 
informed about your business. 
Make sure the quality of your 
financial information Is high 

not just a few jottings on the back 
of an envelope. 

• If you have bad news to impart 
make sure you have a plan pre- 
pared for putting the problems 
right 

• Eeep a close eye an the terms 
and renewal dates of hank facili- 
ties so you can plan your negotia- 
ting position ahead of the next 
renewal meeting. 


• Make sure you have a facility 
letter from your bank to cover any 
financing you have arranged. 
Check its contents to see that it 
matches what yon have agreed 
verbally. 

• If yon are required to provide 
personal guarantees make sure the 
amount corresponds to the sum 
borrowed and that there is a time 
limi t. Do not sign unlimited, 
open-ended guarantees, it will 
restrict your freedom of manoeu- 
vre. Once a guarantee expires 
make sure the fact is recorded at 
Companies House or at the Land ; 
Registry or yon may have prob- i 
T erns raising loans in future. 


the next few weeks. 

This finding is perhaps not sur- 
prising in a recession but many in 
the business community are con- 
cerned that the banks will not be 
able to meet demand for finance 
when the upturn comes. “Managers 
are becoming more risk-averse,” 
says Alastair Winter of the Bank 
Relationship Consultancy**, one of 
a number of specialist consultancies 
which have sprung up to help busi- 
nesses deal with their tomb 

The banks are poor at assessing 
risk and managers often seem 
unable to distinguish between a 
sound and an unsound business 
proposition, says Philip Doggett of 
Business Banking Review!. 

The banks, for their part, are i 
quick to point out that a banking i 
relationship Is a two-way affair. The 
forum study found that 70 per cent 
of small businesses were aware of 
the need to provide the bank man- 
ager with timely and regular man- 
agement information. How often 
this awareness is put into practice 
is another matter but it does indi- 
cate an increased sophistication on 
the part of businesses. 

However hard the banks work on 
improving their services, they are 
operating in a for more critical mar- 
ket place. They are large organisa- 
tions and it will take a long time to 
change traditional cultures. They 
can expect the transition to be sub- 
jected to a painful public scrutiny. 

•Small Businesses and their Banks. 
Report £800, summary £3.50. Tel. 
0565 634467. 

-Tel 071 283 5454. 
tlW 071 528 8530. 
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Nutshell 

Intellectual property 
rights explained 

Intellectual property rights can 
be among the most valuable assets 
of a business bnt their importance 
is often overlooked because they 
are intangible. A guide to the legal 
issues has been prepared by 
solicitors Baileys Shaw & GiUett. ■ 

Some rights, such as patents, 
must be formally registered but 
others, including copyright and 
trade or service marks, arise 
automatically. They are valuable - - 
because they can be used to 
establish a competitive advantage 
or because they can be sold or 
Demised to produce royalties. 

Intellectual Property Rights and 

Your Business. 17 Queen Square, ■ 
London WC1N3RH. Tel 071 837 
5455. 16 pages. Free. 

Find a workspace 
of your own 

Managed workspaces avoid the 
difficulties associated with the 
conventional long-term property 
leases bnt can be difficult to find 
because they are often not 
advertised through estate agents. 

The London Directory of 
Managed Workspace lists more 
thnn 350 business centres inside 
the mm ring. It gives details of 
the size of the spaces available, 
costs and type of accommodation 
- office, studio, warehouse or 
workshop - and offers advice on 
issues such as tenancy agreements, 
p lannin g permission and insurance. 

From South London Business 
Initiative, 444 Brixton Road, London 
SW8 8BJ. TeL 071 274 4000 ext 384. 

88 pages. £5. 

Think big, buy small 
urges minister 

A renewed attempt to open np 
government purchasing to small 
businesses has been launched by 
small firms minister Baroness 
Denton. 

Government purchasing officers 
are being urged to make more use 
of small suppliers by means of a 
video. Think Big — Buy Small 
and an accompanying booklet. 

Businesses wishing to learn more 
should contact Roger Filby . . Small 
Firms Division, cjo Moorfoot, 

Sheffield SI 4PQ. TeL 0742 584715. 


BUSINESS OPPORTUNITIES 
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FOR SALE BY INFORMAL TENDER 

For the prestigious development of high class 
residential properties 




borderingfon North Yorkshire 
and overlooking the Cleveland Bills 


Newborn Hail Estate includes two freehold sites, in a 
parkland setting, which are for sale separately. 
One - 8 acres allowing up to 29 dwellings. 

The other - 20 acres allowing up to 66 dwellings. 
The Estate, adjacent to a leading golf course and 
excellent communications, is within easy reach 
of tbe North York Moors National Park 
and the whole of Teesside. 

Closing date for tenders 
22 February, with completion by 31 March 1993. 

For details write or phone . 

Brian Frost, Principal Valuer, 

Economic Development & Planning Department, 
Vancouver House, Gurney Sfreet, Middlesbrough. 
Cleveland TSl 1QP Tel : 0642 264049 


Mercury 

L-f ■l-S -U-R-j 

Management of Licensed Premises 
Due to Repossession Or 
Receiverships 

Mercury l a hr u Ltd can offer short or long farm managemort of a* typos of Ecanaad 
premises fe. pubs, hote l s, night ofubs. cale bars. etc. Our natwarfc of highly trained 
porsonrwl eoimn England, Seeibnd and Wateo. Wo offer various s d iomes for eortinusd 
operation sd naiiiun cost Brochure jralafafe by seslng or te ls f fto n ing: U mr cv ry Ljtmum 
Ud. Antov Bimnaa Yffepe. Am^gtan. Emm* Sts*. B77 4RP. 

0827 68461 

Offices also in SeoUamJ 


ELECTRONIC COLOUR PUBLISHING 
OPPORTUNITY 

Would your company profit from a strategic alliance with a 
tcchnology-lcd priming co mmun i on iom group? 

If you spend over £750,000 annually on colour sheet-fed printing 
and would benefit from Unking into an innovative communications, 
electronic colour print and publishing group, write in confidence to 
The Chairman, ’Foxes’, Heath Road, Ramsden Heath, Billed cay 
CMU1HR. 
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DOES YOUR COMPANY NEED FINANCE? 
UK and European Companies! 


lui ty and DebtJ^nanc 

Mapagrareor B 



contact: Oscar Williams on 071-353 4212 
or write to: Capital & Management 
Hamilton House, Victoria Embankment, London EC4Y OHA 


Cipdi & Management (Corporate Ftnuoe) Ltd ba member of 
The Seoi Ales and Rrturea Authority Limited 


Wat Sussex engineeri ng c ompany in thirtieth year of trading seeks cask 
injection of £20%. Opportunity for active aorrsmttrr or finance director to 
join exu^emtatisstk management team. 

Wide range of customers and industries sewed. Strong position and order 
book m todays sab-contract marina , offering our ctutomess a ’one stop shop’ 
p rinc ip l e for low volume re qn u r a nctns- Expansion planned. 

Latest CNC plant and computerised shop loading/costing, numerous 
international qoahiy approvals. T/0£2.7m- profitable at half year. 
Can tacfc = RJ.G. Accoonfanta, Hambtedon, Hampshire P07 6AR. 

TeL- 0705 233999 Fax; 0705233923 


Baltie Businessmen Propose Cooperation 
Trade Industrial Company LEVEL LTD (Latvia) would like to offer 
wholesale: 

1) Cotton yam of different Metric Numbers - the volume of delivery up to 
200 Metric Tons per month. 

2) Wool - the volume of delivery up to 200 Metric Tons per month. 

3) Matches (USSR) - the volume of delivery 20,000,000 per month. 

4) RAF Wagon Automobiles - the volume of defiveiy up to 20 automobiles per 
month. 

5) Fresh meat - the volume of delivery up to 100 Metric Tons per month. 

6) Canned meat (wide assortment). 

7) Canned fish (wide assortment). 

fl) Lamps, lustres, chandeliers, candelabras, dayfight bmps, waB lamps. 

9) Electric bulbs. 

We are ready to conclude contracts of tong-term cooperation. 

TEL/FAX LMT: 44699-348822. Tel: 0132-567258. 


INVOR Company Russian Department 
Is offering rolled ferrous metals in 1993: 

Bitots. hot rolled coils, reinforced rounds, rebss plain, 
heavy piafes (thickness more then 12mm) 

Also we offer conveyor beds oFal types 


Fax (095) 


i can be sold C1F or FOB 
tie*: 414790 SAP SU 
(Moscow) - (01) Mil 884 (Zurich) 


-THE HOUSING 
MARKET STIRS* 

We are a small company with a 
big reputation and a good back : 
record. We have pre-sales on 
two present projects. We are 
seeking loan finance for an 
excellent scheme in Kent for six 
houses. Minimum £100,000 
secured loan with profit share. 

Wrife (o Box No A8255, Financial 
Times. One Southwark Bridge, 
London SET 9HL 


THIRD WORLD 
EXPORT FINANCE & 
ADMINISTRATION 
If yon have a credit worthy L/C 
we may be able to assist you. 
No personal guarantees 
required. TEL 081 343 0606 
FAX 081905 4417 


OFFSHORE m. 
TRADING COMPANY. 

M/dlrector looking for int. 
companies in need of sales, 
mariu&fog, and management sklls. 
In first instance phone or tax 
0590676604. 


FULLY SECURED 
PROPERTY OPPORTUNITY. 

1SS naming yield wttli 
rejdul crewth precede. 
Cu>natMd —tdeU orila SIOjOOO*. 
write hr faldsulk: 


NON-EXECUTIVE 

HEAVY 

Former Chief 1 Executive of major 
advertising agency offers grey 
hairs, wisdom and new business 
skills to companies needing 
weight without overhead. 

From a day a month. 
London and South East. 

Write Box No. H6623 
Financial Times 
One Southwark Bridge 
London SE1 9HL 


STOCKS WANTED 

We hire on Hgcflt need for a rede vonrty cf 
«toeJ» toxerree our orereeaa tmrtate We «e 
looking for textile*, ransomer good*, raw 
radanal*. mradaeteing plant and cqutfxmd. 
to fad aqrtttng (ran hZ Hotting it loo taiga to 
ba considered. We can guaranis* upon, 
•eenrad paymotf. total eonfjdatoiafrir. contxt- 

Robert Werner United, Womw Horn, 
Sbertnrae She*. Mendiear. IS ME, 
Entiui&TSfcfBjn-aSUH, 
fiR (0)6f-8» 0835 Tdfee 68747? WGWBt 6 


Company Health-Check 

MAKE THE MOST OF YOUR BUSINESS IN 1993 
If you survived 1992, we an help you flourish in 1993. Our 
fully comprehensYB business audit will identify those areas of 
your business requiring remedial attention and those where there 
is the potential for added value. For a no-obligation discussion, 
aS us on 071 930 3636 or write to us at the address below. 

CORPORATE WORLD 

One Babmaes Street St James's London SW1Y 6HD 
TOMORROWS SOLUTIONS. TODAY. 


PARIS HELPLINE 

Wil! answer your questions about 
doing business in France. 

Tel : ( OlO 33 1 ) 44 70 90 72 
Fax : < OlO 33 1 ) 44 70 90 73 


RAISING CAPITAL? 


- Read A Critique + Suggetoioai £200 
-A* Above 4- Raypc^Leyacu By Quota 
LCTTS?- Beaks EUO UK (195) £2S 
Laedng ft Roaoee (orer 600) £50 
Beqdmt un- LEASING ft FINANCE 
15^ Vktraia Sm, W cthofo LS224RS 

Tel: 0937-S8S830 

OTHER LISTINGS AVAILABLE 


L MERCURY CAN SAVE £££S 

2. SAVE £££S ON SYSTEMS 
RENTAL WTTH NO 
CAPITAL OUTLAY 

CONTACT 

FSD COMMUNICATIONS 

Tel: 0932 355606 
Fax: 0932 355414 


ENTERPRIZE ZONE 

INVESTMENT 

AvdiUc for pndinn era 18 workshop 
unite being built in well established 
enimprise zone in Dundee. Price* range 
from £47.250 to £126.000. Tbe 
iu, i mm in can he nfte i ping iwrww 
for 1992/93 tax and iho seam on the net 
investment will be 11.5% pj. Rental 
isceaa will be guaranteed. 

For dctaPs contact: 

Henderson ft Loggfe, 

Ch a n * ml Aocnamraa. 

11 Pammnc Street. Dundee DD1 28Q 
TeL Na (0382) 200055 
Aathartead by the hwltnte of Chartered 
AumUiB of Scodaad to cany on 



Merger Opportunity 

MnaraVchendeal processor wanted 

We are a profitable UJC chemical 
and mineral processing company 
interested In merging with a similar 
type of company to obtain improved 
efficiencies and broader customer 
base. Location not considered 
to be of primary importance. 
Confidentiality assured. Apply; 

Box No. A 4627, Financial Times 
One Southwark Bridge 
London SE19HL 


Entrepreneur needs U20JOOO tom. 
Projected return to investor 6% 
above base. Projected period of 
loan twenty six months. 

3 Bells Coon, Cambridge, 

CB3 0AH or TeL 0223-351765. 
Investment in unlisted business 
carries high risks, as well as the 
possibility of high rewards. Potential 
investors are advised to take 
professional advice before investing. 


FOR SALE 

Htfti to marufoehae end sel a newel 
e ntire toSonforttretro e dnnair of 
oerre end tpeks. Ha* other urei too. 
Mortiet reseo rd red ondiiKtore ne to ed 
product Mncfcxto arty to apply. 
Oettoaoun Lcboredartes 
Tet 061-72! 4418 
Fac 061-7404186 


R ETIRED CHAIRMAN/ 
CHIEF EXECUTIVE 

of hated PLC nature 
rengedc stable, seeks 
dallenging pen rime position 
of retpoosihflily. 

Equity stake considered. 

Write Box 19709, Honda! Times, On 
Soudnodc Bridge. London SE1 9HL 


RECESSION EQUALS OPPORTUNITY! 
Successful marine trader (ZOyra) soaks 
additional capbai (£20.000 Cl OO.OOO] for 
bote purchase. Fu»y secured; mcetten! 
rabm. Tte Cert Sliw 0784 47239 1 (7 days) 


Management Buy-Out 

What Is your company worth? 

PC spresddwc valuation model, re used 
by veornro capitalists. £49.95 ♦ VAT. 

For further doaib contact; 

BIAS (London) Lid. 

28 Grosvaror Street. London WIX9FE 
Tel; 071-9179711 Fax; 071-9176002 



FOR SALE 

Contents of a 
Sheetmetaf Workshop 
Inc. CNC Machinery 

EnquHes to Box A82S9. 
Rnanckd Times. One Sotdhwarit 
Bridge. London SE 1 9HI 


CHANNEL ISLANDS 

Offshore Company Formation 
and Adihritotteacn. Alio Liberia. 
Panama A B VI era Total offshore 
focifiiics and services. 

fo detaBs sod repvtotmnu write 

Qojr^ That Lid, Belated House, 


YOUR MAILING, ADDRESS 
in London, Paris, Berlin, 
Frankfurt. Madrid and 
70 other top locations 
worldwide. 

Call Regus on 071 872 5500 


GROSVENOR STREET, Wl 

Luxury famished, serviced 
offices, secretarial, 
fax & telex. From £55pw. 
Short/Lang Lets. 

Tet 071-4937830. ' 


YOUR OFFSHORE OFFICE. Uaraife 
S««*ajta) Services Ltd. Isle of Man 
T* (088*) 678411 Fas; 678985 

DWECT NAIL LISTS & SERVICES 100* of 
ready-made lists immediately available. 
StvpSerm to fending UK companies. Free 
ca1aJogua.il art te- scan. Freepost, 

C W ch a ste r. Suese*. Tot 08*3 786711. 

WHEN THE BANK SAYS "NO" 
Contact Blake Bros (Accountants) 
Tel/Fax: 0245 460173 


YOUR OFFICE 
IN LONDON 

From 70p a day. 
AcconVTef Ans/Tlx/Fax/ 
Mail Box etc. Office Box. 

Tel: 071 436 0766 
Fax: 071 580 3729 


OFFICE EQUIPMENT 




Does yore beala tte reed capital? 
'Active private inveKan A 
base cart as invest. TolO*9lS799! 


SCHOR HANAGSBOTECTORS requfcsd 
lor bue breas conauRaney services. 
EaraBete career devebpmant oppartunby 
lor suceotsfiH professionals. Uartteina. 
financial tucfcpound drebatile. CV to MO. 
ASC Grot*>. a Red Lion Street, London 
WC7R4SA Tel: 071-631 6181. 
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Advanced Wastewater 

Treatment Limited 

(In Administrative Receivership) 

"Hie Joitu Administrative Receivers, A. R Pctcre and J. B. Atkinson. 
° er or sale the business and assets of this specialist wastewater 
treatment contracting company based in the West Midlands. 

Main features include: 

□ Offices and manufacturing facility near Stourbridge. 

□ Annual turnover of over £3,000.000. 

□ Specialist product application and M&E contracting expertise. 

□ Access to patented and licensed products. 

□ Good order book and level of work in progress. 

For further information please contact Roger Brown or Peter D’Arcy 
at the address below. 


Nttalattti 


Colmore Gale. 2 Colmore Row. Birmingham B3 2BN. 

Tel: 021 200 221 1. Fax: 021 236 1513. 

Aulhorticd by ibc limiiuie orCKarorcd Aixenniuis ,n EngLai*! «nd W.ta lei carry on InucflJTKSl But<r 
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Marine Engineering, 

Dry Dock, Warehousing and 
Towing Businesses for sale 

The Joint Administrative Receivers offer for sale the business and assets of 
two related companies based at Pembroke Dock: Haven Maritime Limited 
and Haven Towing Company Limited. 

The companies are engaged in marine engineering, ship repair and 
construction, coastal towing, marine contracting and small cratt 
construction. 

Principal features include: 

■ Freehold property of approximately 12 acres. 

■ Warehousing, offices, machine shop, engine and rigging sheds - 
aproximately 11,000 sq. ft. 

■ Dry dock <175ft x 37ft x 12ft) and cranage facilities. 

■ Quay space, slipway and deep water moorings. 

■ 1,500 HP tug Lloyds 100 A1 +. 

■ Order book. 

For further information contact the Joint Administrative Receivers. 

Barry Jones or Barry Mitchell, KPMG Peat Marwick, Marlborough House, 
Fitzalan Court Fltzaian Road, Cardiff, CF2 1TE Tel: 0222 468000. 

Fax: 0222 468202 or 468203. 


Corporate Recovery 


Motor Trader with 
Multi-Franchise Dealerships 

Kent 

Geoffrey Newland Sidcup Limited (In Receivers hip) is a 
Motor Trader incorporating new and used vehicle sales, service, 
parts and bod ys hop. 

• Multi-franchise dealerships (subject to manufacturers 
consent) 

• Leasehold premises in Sidcup and Dartford 

• Freehold work/bodyshop in Swanley (currently not in use) 

• Skilled workforce 

• Annual turnover cJE8 million 

• Established customer base 

• 52 employees 

• Substantial stocks 

• Business established for over 7 years 

For further details contact the Joint Administrative Receivers: 

Len Handscombe or John MacMillan, Grant Thornton, 

Ashdown House, 125 High Street, Crawley RH10 1DQ. 

Tel: 0293 561383 Fax: 0293 561392. 

Grant Thornton • 

Tt» U.K. member firm of Grant Thornton IntenurionaL 
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Hedfields Training Centre - A modern 
training centre in an exce ll e nt location 

(Vim prising a former country mansion, 
modern bedroom wing, theatre, fimr lecture 
rooms, U syn*calarooM..dminghaU , andffi 
bedrooms with ensmte finalities, in aUabont 
28.150 sq ft (gross internal floor areal. Three 
bedroom Lodge. Extensive car parking. 

Landscaped gardens and grounds with 

8 hole pitdi and putt course. Woodland 

Suitable for a range of alternative uses 
subject to any necessary consents 

For Sale Freehold With About 21 Acres 
BeftRSCSPl 12951 


BY ORDER OF THE JOINT ADMINISTRATIVE RECEIVERS 
KEITH D. GOODMAN F.CA. & STEPHEN D. SWADEN F.CA 

IN THE MATTER OF 

COLES MENSWEAR 
(LONDON) PLC 

Offers are invited for the assets and goodwill of this well 
known retailer of quality menswear. 

The company traded from nine leasehold shops in prime 
locations in Central and Greater London. 

Total sales during the last 10 months exceeded £5*7m. 

Further information please contact: 

Leonard Curtis & Co, Chartered Accountants, 

30, Eastbourne Terrace, London W2 6LF 
Tel: 071-262 7700 Fax 071-723 6059 ref: 3 / mm 
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Lakesmere Group PLC 
“ Walcon Construction PLC 

The joint Administrative Receivers offer for sale the businesses and 
mm assets of the above group of companies. 

The group has operated for 30 years in the Civil Engineering 
^ and Building Construction industry. Its principal trading area is the 
South and South East of England and key features indude: 
m Annual turnover exceeds £20 million 
m Design and Build division 
m Specialist Cfadc/ing division 

■ Contracts in progress have projected sales to final account of 
around £5 million 

m Orders on band not started over £2 million 
m 90% of customers are in the Public Sector 
m Freehold Head Office at Fair Oak, Southampton 

For further details contact WJH Elies, loint Administrative Receiver. 
Ernst & Young, Wessex House, 79 Threefield Lane. Southampton SOI 1TW. 
Telephone: 0703 230230 Facsimile: 0703 227409. 

=!l Ernst &Young 

Authorize* hr the Institute orOturiarod Accountants In England nod Wales la carry on Imnslnumt bmlnnsz. 



Motor Dealership 

The Joint Administrative Receivers offer for sale the assets and goodwill 
of Flintshire Motors Limited, a Vauxhall Dealership located in Flint, near 
Chester. 

Principal features include: 

■ Freehold site of 05 acres incorporating showroom, offices, 
workshop and bodyshop of approximately 7,300 sq. ft. 

■ Located dose to Flint town centre on main road. 

■ Experienced workforce. 

■ Current turnover of approximately £3m per annum. 

For further information contact the Joint Administrative Receiver, Mick 
McLoughlin, KPMG Peat Marwick, St Nicholas House, Park Row, 
Nottingham, NG1 6FQ. Tet 0602 483444. Fax: 0602 483401. 

Corporate Recovery 




FOR SALE 

Direct Windows York Limited 
(in administrative receivership) 

• Window, door and conservatory manufacturer and 
installer for the domestic market 

• UPVC, timber and aluminium product 

■ Freehold premises in Yoik 

• Turnover last year £2 million 

• Confirmed order book approximately £60,000 

• Customer leads and historic records 

Contact: Sue M Watson, Administrative Receiver 
Harris Watson, 12 St Paul's Squares, Birmingham B3 1RB 
Tel: (021)2339700 Fax: (021)233 9707 


FOR SALE 

Inca Glazing Systems Limited 
(in administrative receivership) 

• Window, door and conservatory manufacturer and 
installer 

• UPVC and aluminium product 

1 Business supplies units to retailers and carries out contract 
manufacture and fit for local authorities /housing 
associations and major contractors 
■ Established 14 years 

• Leasehold premises in Southend on Sea of approximately 
30,000 sq ft 

• Turnover last year £2J> million 
Confirmed order book available along with customer leads 

and historic records 
■ 75 Employees 

Contact: Sue M Watson, Administrative Receiver 
Hams Watson, 12 St Paul's Square, Birmingham B3 1RB 
Tel: (021)2339700 Fax: (021)2339707 


ENGINEERING DESIGN 
PRACTICE 
For Sale Or Merger 

■ Long embiiibed Mechanical and 
Etecuir a l Co w nd U ncy bawd in the 
Sooth East. 

• Annual feet coca £IM. 

* UJK. and Overseas diem bas e . 

Industrial, GontmerciaL 
Health and Local Authorities. 
For fmthcr information, contact 
Roger Ldversor Nick Varney, 
Cooper- Parry, Prior & Palmer, 
Chartered Arrow Un ts, 

102 Friar Gate, 

Derby DEI 1FH 
Tel: (0332) 295544 
Fuc (0332)295400 


Expanding and Profitable 
East Anglian Vending 
Company 

• Turnover near £1 iralion and 
increasing 

• Profit In *ie region of E 100,000 

• Sold with no debts 

• Quality 4,400 Freehold Premises 

• Modern fleer of cfesel vans 

• Exclusive riche In market 

• Enviable diem base 

• Sold at 6 times profits 

Enquiries to Bax A82S3, 
Financial Tones. One Soutfnmik Bridge, 
London SE1 art. 


NORWICH AREA 

Properly Investment Company for sale 

earning sward winning Industrial Unit 

with Office. 19,000 aqA 

Prop er ty let on a 20 year bit repairing 

lease at £56,000 p.a_, 5 yearly reviews. 

Possibility oF vacant possession iF 

req u ir ed . 

Substantial as losses available For set 
«IT igamn the rental 

For further details contact: 

La Heinz Gotten, 

7 Queen Street, Norwich, 

NR2 4ST. 

RefS MJM/POS8 

Teh DM3 624181. Fax: KU 667800 


FOR BALE— COHTROLUNQ INTEREST to 
cSma South of Engtand CM Enghsarina 
Coopany. P a nldp a lon Optional Proof tX 
AbSty to Proceed Required, apply Box 
No. MOB. Financial Times, One 
Snuflnvaric Bridge, London SE10HL 


ReCEIYERSMPSAJQUIDATORS PINK 
PAGES - Now weekly guide to 
evetyin solvent eo. Direct contact with 
Liquidators/Heoeivors. Fully Indexed 
acconfti fl to company type. Free sample 
copy (0273} 626681. 


Advertising • Printing • Design 
Marketing Services * 
Direct MaO • PJL 
Call 071 434 9992 
For Details. 


PHARMACEUTICAL 

WHOLESALER 

The Joint Administrative Receivers offer for safe as a going concern 
the business and assets of P1F. Pharmaceuticals Lhiuted, 
a long established pharmaceutical wholesaler. 

I Annual turnover in excess of £13 minion. 

B Freehold warehouse premises of c.14.000sq ft in Lenton. 
Nottingham. 

B Customer base comprising some 300 chemists and 
dispensing doctors in the East Midlands. 

B Wholly owned subsidiary photo processing service trading as 
Royals Quality FBm Sendees. 

B Retail pharmacy with freehold premises in Darby with annual 
turnover ol £320,000. 

For further information please contact 
Neil Tombs or Andrew Menzies 

ROBSON RHODES 

Centre City Tower, 7 Hill Street, Birmingham B5 4UU. 
Telephone: 021-643 1936. Fax: 021-643 4993 

AuCxxteed tw tfw kmww ol Oaiurad tooununs n England 
and HfedK B cacy on kiwfenH luma. 


PHOTOGRAPHIC RETAILER FOR SALE 

The Administrator of The Swanston Group of Companies Ltd, 
Mr E.P. Farrell, offers for sale as a going concern the business 
and assets of this retail photographic and related equipment 
company. 

Principal features include: 

• 5 Leasehold shops in the west country fully fitted out to a 
very high standard. 

- Turnover £2. Imp. a. approx. 

• Stock £285,000 est a cost 

• Business established over 30 years 

For brief particulars of Business and Assets please contact the 
Administrators agents, LAWRENCE MICHAEL 63 SOUTH 
MOLTON STREET, LONDON W1Y 1HH Tel 071-495-5443 
Fax 071-495-0940 (Ref MH) 


FGS Cavells, Corporate Recovery and 
Insolvency Services 

Bridge House, 7/9 Church Road. Lawrence Hill. 
Bristol, BS5 9JJ. Tel 0272-558414 
Fax 0272-558407 


Smith & Williamson 


Corporate Reams? • Ltfqpitfcm Sapper! - Corporate hi jocr • Tam km - banking - (amiigirtott 
Iwtmu l Mmym ni ■ [YftoaWto UliL Aimmur • Atnmnliytg - AaJUing ■ Manopmx Cmbucr 


The Joint Administrative Receivers 
offer for sale the business and assets of 

ROMAR ENGINEERING CO LIMITED 

The company carries on the business of precision engineering, 
fabrication and automation. 

★ Tu mover circa £2m 

★ Skilled and reliable workforce 
A Blue chip customer base 

A Extensive range of plant machinery and eqoipmem 
A Two leasehold units in Maidenhead, Berkshire 

For detail], contact Mike Oldham or Kieran Day an 071 -637 5377 at the 
office* of Smith A Williamson, No. 1 Riding House Street, London 
W1A3AS. Fax: 071-323 5683 


Smith & Williamson 
Chartered Accountants 
RcgcKrcJ to carry un audn week and 
authorised tn cany on invwrpoir 
business by the [nsmne of Chartered 
AormmanP in Fngtimd and Wales 


Smith & WflEamson Securities 

Authorised institution under 

Banking Acr IW7. 

Member ol' IMRO. Member of the 
British Merchant Banking 
and Securities Heines Association 


FOR SALE 

Olivers Windows Limited 
(in liquidation) 

• Window, door and conservatory manufacturer and 
installer for the domestic market 

• UPVC, aluminium and hard wood product 

• Turnover last year £4.7 million 

• Plant, machinery, office equipment and van fleet 

• Confirmed order book approximately £700,000 

• Customer leads and historic records 

Contact: Sue M Watson, Liquidator 
Harris Watson, 12 St Paul's Square, Birmingham B3 1RB 
Tel: (021) 233 9700 Fax: (021) 233 9707 


FOR SALE 

Tamcarla Limited 
T/A Nu-Life Window Company 
(in administrative receivership) 

* Sheffield based replacement window company - 
aluminium into timber subframes 
■ Established 20 years 
• Own profile system 
• Turnover last year £1 .8 million 
• Leasehold premises -12000 sq ft 
• Mainly domestic sales 
• Order book and customer records available 
• 16 Employees 

Contact: Sue M Watson, Administrative Receiver 
Harris Watson, 12 St Paurs Square, Birmingham B3 1RB 
Tel: (021)233 9700 Fax: (021)233 9707 


Camberley, Surrey 

A Superior Nursing and Residential Care Home 
Registered for 82 (49 Nursing; S3 Residential) 

A lata 19th Century building with extensfrc modem additions standing in 
attractive landscaped and timbered grounds of about 2 W acres 

Exceptionally veil located about half a mile 
from the town centre and railway station 

Pee income for year to 30 November 
1992 about £843,000 
For Sale Freehold or may be leased 
Bticsamsn 


Knight Frank 
ZZ & Rutley 

I N T V. U N AT I 0 N a\ 

071 629 8171 
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Continuing a series on drug discoveries, Clive Cookson 
looks at the latest developments in dermatology 

Getting under 
the skin 


World sales of skin drugs 1992 



Topical steroids 
Anti-acne 

Emoflfents & protectives 
Topical antifungals 
Antiseptics & disinfectants 
Topical antibiotics 
Antihistamines 
Wound heating agents 
Topical anti-itching ' 
Anti-psoriasis 
Systemic anti-fungals 
Others 


SOSbn 


Beauty business 
fights flaws 

By Victoria Griffith 


T he skin seems superficially 
to be an easy target for the 
pharmaceutical industry. It 
is more accessible than any 
other part of the body, and drugs 
applied to the skin are relatively 
free of systemic side-effects. 

Yet people suffering from skin 
disorders, estimated to make up 15 
per cent of the population at any 
given time, have been poorly served 
by medical and pharmaceutical 
research. Few safe and effective 
treatments exist for conditions such 
as psoriasis, eczema, dermatitis or 
acne, which — although rarely life- 
threatening - can make a misery of 
patients' lives for years on end. 

The outlook for the next few 
years is more encouraging, how- 
ever. Several large pharmaceutical 
groups are taking a renewed inter- 
est In dermatology. And many 
emerging drug companies see topi- 
cal applications - directly to 
affected areas of the skin - as the 
fastest route to the market, because 
the Food and Drug Administration 
is less concerned about side-effects 
than for drugs that have to be swal- 
lowed or injected. 

Skin disorders as a whole make 
up a valuable prescription drug 
market worth about S6.5bn (£4.3bn) 
In 1992 and growing at more than 10 
per cent a year. But the dermatol- 
ogy market is highly fragmented 
compared with other pharmaceuti- 
cal Helds, with no single drug sell- 
ing more than 8200m a year. 

Among the international pharma- 
ceutical groups, Johnson & Johnson 
and Schering Plough of the US. 
Roche of Switzerland and Schering 
AG of Germany are current leaders 
in the dermatology market But per- 
haps the most ambitious is Sandoz 
of Switzerland. A relatively small 
player now. it has dermatology 
sales of no more than SlTOra a year. 

Sandoz has designated the skin as 
a priority business for marketing, 
research and development. “Derma- 
tology is going to provide the most 
growth of any area for Sandoz over 
the next five years,” says David 
Pearson, who is responsible for 
international dermatology market- 
ing at the company's Basle head- 
quarters. If Sandoz achieves its tar- 
gets. it will become the world's 
largest producer of skin drugs 
within five years. 

The company's decision to focus 
on the skin was based partly on its 
expertise in immunology, because 
psoriasis and some forms of derma- 
titis are linked to dysfunction of the 
immune system. Sandimmun (cyclo- 
sporin A), the immune suppressant 
used to prevent rejection of organ 
transplants, is one of the few drugs 
capable of clearing up severe psoria- 
sis. But it is a powerful systemic 
medicine with potentially danger- 
ous side-effects. Sandoz scientists in 
Switzerland and Austria are now 
working to develop new cyclosporin 


Source: &n3«siry etSJmadwj 0 

derivatives that patients can apply 
directly to the skin. 

Psoriasis, which affects about 2 
per cent of the population, results 
from excessive growth of skin cells 
combined with inflamm ation. Like 
other skin disorders, it can take sev- 
eral forms and in severe cases its 
lesions can be life-threatening. Con- 
ventional psoriasis treatments, 
including cool tar ointments, ste- 
roid creams and ultraviolet radia- 
tion, may bring temporary relief but 
do not tackle the underlying causes. 

Although the current market for 
specific psoriasis drugs Is small - 
an estimated 8130m last year - pso- 
riasis is a favourite target of derma- 
tological research. While cyclo- 
sporin A is a promising treatment 
for severe cases, dermatologists are 
reporting encouraging results 
among patients with mild to moder- 
ate psoriasis from Dovonex (calcipo- 
triol), a new derivative of vitamin D 
introduced in Europe two yean ago 
by Leo Pharmaceutical of Denmark. 

Dovonex ointment is a potent 
inhibitor of skin cell proliferation. 


Clinical trials at Leicester Royal 
Infirmary have shown that it is 
“highly effective” at improving pso- 
riasis without toxic side-effects. 

Derivatives of vitamin A, known 
as retinoids, can help to clear up 
another distressing skin disorder, 
acne, which is caused by over- 


SkLn disorders make 
up a prescription 
drug market worth 
an estimated $6.5bn 
in 1992 and growing 
at more than 10 
per cent a year 


production of oil by sebaceous 
glands in the skin. Mild acne - the 
spots that appear temporarily in 
most teenagers - is often treated 
by applying lotions and creams con- 
taining benzoyl peroxide to dry the 
skin or antibiotics to kill the bac- 
teria that can exacerbate the condi- 
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Sl.Obn S1-5bn 

tion. But retinoids are the only 
effective treatment for severe acne, 
which can lead to deep cysts and 
permanent scarring. The most pow- 
erful retinoid is Roaccutane, devel- 
oped by Roche. It is taken by mouth 
and the side-effects, including birth 
defects in pregnant women, are 
potentially so dangerous that in the 
UK Us use is restricted to hospitals. 

Smaller companies developing 
novel drugs for skin disorders 
include: 

• Sphinx Pharmaceuticals of 
North Carolina. It has a topical pso- 
riasis drug, Kynac. in clinical tr ials . 
It is designed to inhibit a family of 
enzymes, known collectively as pro- 
tein kinase C, which act as molecu- 
lar messengers for skin cell prolifer- 
ation and inflammation. 

• Agounra of California which has 
a psoriasis drug, AG-85, which in- 
activates a different enzyme, thymi- 
dylate synthase, which Is involved 
in cell proliferation. Its first clinical 
test last year gave equivocal 
results; the patients' psoriasis 
improved whether they were 


treated with AG-85 or inactive liq- 
uid - an illustration of the way 
some skin disorders are affected by 
psychological factors and may tend 
to respond temporarily to any sort 
of attention. Agouron will carry out 
a second trial this year with re- 
formulated AG-65. 

• Genta of California. It is develop- 
ing genetic “anti-sense" drugs de- 
signed to treat skin disease at the 
point of origin by blocking the 
genes that control proliferation and 
inflammati on- These are not ready 
for clini cal testing. Meanwhile, to 
build up sales. Genta has filed new 
drug applications for five conven- 
tional dermatological compounds. 

-• Scotia Pharmaceuticals of the 
UK which is working on two sepa- 
rate approaches: fatty acids and 
lithium salts. Its first prescription 
drugs, Epogam (based on evening 
primrose oil) for atopic eczema and 
Efalith (lithium succinate) for 
seborrhoeic dermatitis, are licensed 
to Searle for sales and marketing- 
conventional pharmaceuticals are 
not the only approach to dermatol- 
ogy. Last summer, a group of Lon- 
don dermatologists reported in the 
Lancet a clinical trial of traditional 
Chinese herbal remedies - long 
used to improve skin conditions. 
They found that drinking a tea 
made from 10 dried Chinese herbs 
significantly improved the symp- 
toms of patients with atopic 
eczema. “An understanding of the 
pharmacological basis for the bene- 
ficial effect is limited” they said. 

Also, light-based treatments for 
severe skin disease may be due for 
a renaissance. Ultraviolet rays have 
been used for decades in conjunc- 
tion with photosensi rising chemi- 
cals but their effect is unpredictable 
and many patients fear the side-ef- 
fects of irradiation. Quadra Logic of 
Vancouver, Canada. Is now begin- 
ning clinical trials of a refined, tech- 
nique, called photodynamic ther- 
apy: psoriasis patients are injected 
with a light-activated drug. BPD, 
and exposed not to ultraviolet but 
to red light from a medical laser. 

The pharmaceutical outlook is 
promising for patients with skin 
disease serious enough to be 
referred to a hospital dermatologist. 
Safe drags to proride relief from the 
milder forms of eczema and derma- 
titis - which can still drive 
patients into a frenzy of itching - 
are a more distant prospect 
John Berthe-Jones of Leicester 
Royal Infirmary says the greatest 
unmet need in dermatology is a 
treatment for pruritus (the medical 
term for itching). Anti- histamin es 
provide only slight relief. “Itch is a 
symptom that completely defies 
us,” he says. “Above all, we need a 
drug that would block its transmis- 
sion from skin to the brain.” 

The series continues next month by 
looking at advances in vaccines. 


B eauty-conscious consumers 
have taken to skin 
moistnrisers in a big way, 
as companies have widened their 

products' appeal by using an 
increasingly advanced range of 
Ingredients. But as well as 
boosting sales, this has also led 
to sharper scrutiny from health 
regulators. 

The facial molsturlser industry 
produced S2.3bn (£ 1 - 5 bn) of sates 
in the US in 1992 - up by 10 per 
cent on the previous year, 
according to Diana Temple, a 
cosmetics analyst with Salomon 
Brothers in New York, while new 
product introductions rose by 
14 per cent 

This month. Pond’s by Unilever 
launches a new line of complex 
moisturising products, priced 
to sell at between $5 and $12, well 
below the high prices charged 
for other products in this market. 
Avon is introducing Anew, a 
low-priced moisturiser with 
collagen acid, while L’Oreal’s 
Plenitude, the first mass-market 
product to contain sophisticated 
Ingredients like liposomes, has 
been expanding its market share. 

The US Food and Drag 
Administration is far from 
pleased about the direction the 
cosmetics companies are taking. 

It will soon examine the new 
products for possible regulation. 
But its attention has been 
temporarily distracted by the 
controversy over Retin-A, which 
some physicians claim can 
completely offset damage caused 
by overexposure to the sun. In 
one case, the FDA chastised 
several physicians for allegedly 
recommending the use of Retin-A, 
approved only for use on acne, 
as a wrinkle eradicator. 

Ortho, the Johnson & Johnson 
subsidiary making Retin-A, 
responded by repackaging the 
product under a new name. 
Renova, and filing an application 
with the FDA to use the cream 
as an anti-ageing skin drug. But 
many of the moistnrisers on (he 
market use a compound related 
to Retin-A in their own products. 

The active ingredient in both 
Retin-A and Reuova is tretinoin, 
a synthetic analogue of vitamin 
A. developed so it can be absorbed 
through the skin. Many products 
use another vitamin A derivative 
called vi tamin A palmitate. 


The cosmetics companies insist 
that consumers need the 
innovative new products for a 
long-lasting moisturising effect. 
“Old-fashioned moistnrisers ' 
simply bind water to the skin's ■ _ 
surface,” said Daniel Maes, 
vice-president in charge of 
research and development for 
Estee Lauder. 

Still, because of concern over 
possible regulations, cosmetics 
companies are searching for 
alternatives to vitamin A 
derivatives. Estee Lander has 
introduced cerebrozides into' Its . 
products. “The superficial lays-.- '• 
oF the skin loses its ability to 
retain water with age,” said Maes. 
“The cerebrozides are a complex 
lipid found in plants in China 
and they restore this function.” 

Besides the side-efteet&'of 
vitamin A derivatives, the FDA 
is concerned about products that 
penetrate deeply. These products 
often depend on liposomes and 
olosomes, which coat the 
moisturisers’ active ingredients 
to carry them deeper into the 
skin. Many companies are 
struggling to find moistnrisers 
that have an impact similar to 
the deep-penetrating products 
while affecting only the skin's 
most superficial layers. 

It will not be easy to find a 
substitute for the vitamin A 
derivatives. lipids help restore 
the skin's capacity to create its 
own moisture, but vitamin A 
derivatives perform a different 
function. As skin ages, the cells 
in the skin start to experience 
abnormal activity, growing too 
test or too slow. Vitamin A 
palmitate slows the activity of 
hyperactive cells and boosts the 
activity of under-active cells. 

Like the proponents of Retin-A, 
the makers of products using 
vitamin A palmitate claim the 
moisturise rs can eradicate 
superficial lines. “As the skin 
cells stabilise and retain 
moisture, they get thicker,” said 
Maes. “And as the epidermis gets 
thicker, the superficial wrinkles 
disappear." 

Yet because of what the 
industry Haims are striking 
results, manufacturers are 
unlikely to relinquish the 
ingredient for some time. The 
market's growth prospects are 
simply too tempting. 
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BUSINESSES FOR SALE 



East Sussex: 

Quality Nanfatg Home 
» Reputed 30 

• 13 Aon lowly gaefcu 

• DtuehaM Baboon Hook. 

• £*90,000 px Crib faconc 
n/XNjDOO fkdxU 

Kt£ NH73B9. Ttt: MI 390874S 


Qufitjr South 
Yorkshire: Nursing Hone 

• 33Ibpfleied. 

• nedBatondyfapam-Mk 

• NafaftiaEuxatf£20()jDI)0 

• SaieSAoc* 
mSjDOOhcUd. 

R* raem t* tssuom 


Midlands: 

Nuntag Home 

• RcpramdlO 

• £26,000 per week Cm tacav. 

( lOHOcopn^ 

• ZAcakndfpnfai 
rifiOOjBOOUeU 

MS CWH. TefcM 3» CMS 
Off it €i It Lti 


Gwynedd: 

Exdudre Nursing Hone 

• fepmdtt 

• WtkUtMai 14 

* EISQpOO Net Openeef ftufe 

♦ Omen Dcte^cd Cottage 
CTTSJOOFtecUL 

Mi RBUM. Tefc UKMM 


Leading the Professional Services 
to the Core Home Industry 


FOOTBALL CLUB 


FOR SALE: A senior non-league football 
club with Nil borrowings and a strong 
Balance Sheet. Genuine reason for sale 
provides unique opportunity. 


Principals only may obtain further 
information by writing to: - 


Box No. AS252 
Financial Times 
One Southwark Bridge 
London SE1 9HL 


BOOK BARGINS LIMITED 

(In Liquidation) 

THE STOCK & BUSINESS 
10 locations including 
Oxford, Cambridge & London 
for sale by private treaty 
Shirley Jackson. 
Liquidator 



Phone: 071 430 2321 
Fax: 071 831 2187 


P VC. U WINDOW a DOOR 
TRADE FABRICATION 
COMPANY 
Turnover £5tn+ 

Principals only contact 
Smut Guy. Kidsoos Impoy Corporate 

Finance, Bint House, Cherry Street, 

Btmdaghim B2 SAD 


Euecnucu, Control Gear 
Engineering and Panel 
Manufacturing Company 
based Wen Midlands. 

Dealing with National compani es. 
Turnover £1.1 million. 

Good customer bow and order hook. 

Writ* toBaxASSM. Financial Timas. 
On* Sourtamr* Bridge, ImJou SEI 9HL 


FULLY EQUIPPED 


HEAVY MACHINE SHOP 


FOR SALE 


NORTH WEST ENGLAND 

PWCIMl FEMURES MCUMX 

l78^»t^Eftqwrtyg»dk^ N ili d d«tel«o»am»»fyallmciY»li 


tnaWalrwd macNm looto (ovm 100 Hoth} 
wcujding 

■ 2 No. FLOOR BOGERS ■ 

■ 4 No. VERTICAL BORERS ■ 

■ 3 No. HORIZONTAL BORERS ■ 

■ Qmx 23m PLANER ■ 

■ OVERHEAD CRANAGE lo 20 tomes ■ 

■EXTENSti/E SMALL TOOLS. FIXTURES, RTTtNGS. etc. ■ 

Available aia (toy equipped toclty. 

Sdtad local workforce 


FOR FURTHER INFORMATION 

BOX NO, A8267, FINANCIAL TIMES. ONE SOUTHWARK BRIDGE, LONDON SEI 9HL 


Bidwells 


CHARTERED SURVEYORS 


BEDFORDSHIRE - BIGGLESWADE 

Lk-iifbrJ 12 miles. Letch worth 9 miles, St Noun 13 miles. 


GOLF DRIVING RANGE 

Approximately 16 acres 
24 floodlit bays • Shop area / Clubroom 
Potendal tor further expansion 
For Sale by Private Treaty 

0223 84184 I 


T fl U M P I 
GAMBRIOOE 


ioton road 

• IPSWICH 


CANamoGE - at :ld 
lanwiCH • londok • perth 


The Joint Administrative Receivers of 

HOLTRONICS LIMITED 
Tbe Microfilm People" 

Specialists in the Supply and Service of Microfilm Equipment for 
Commercial Businesses and Betting Offices wiih Microfilm Bureau 
OFFER FOR SALE 

The Business, Goodwill and Assets oF the Company wiih Locations in 
London, Merseyside, West Yoricshim, and Scotland. 
Turnover Circa £1 m per annum. 

David R.F. Saple or Frances 1! Watson 
BEGBIES 

Chartered Accountants 
6 Raymond Buildings, 

Gray’s Irm, 

London WC1R5BP 

Teh 071-242-6939 Fax: (771-405-0350 


Contact: 



Meat Processing 
& Retailing 

Unique Opportunity lo gain a 
strong foothold ki the U.SA food 
marital. Located in South Florida 
USA, established (17 years), 34m 
sq. ft. Meat Processing & Retailing 
FadBiy with sales over $16 MflSon. 
Enjoy high profitability & ex c eflerrt 
brand recognition. Tlus is a strong 
business. The potenttt tor future 
growth is unHmUed. 


Asking $1 8mm. 
se send afl inqulrii 
I. RHS. 


ries to: 


Please i 

PDM, Dept. 

3950 N. 28th Terrace, 
Hoiywood, FL 33020. 
Tel: 305 921 7144. 
Fax: 305 921 7448. 

AS inquiries lo Mr Randy 


BUSINESS AND ASSETS Of aohranl and 
rioohgrT pocr panl e y far mIb. Buaknooand 
A»ata.T«l 0712621 164 (Men-Fri) 


OFFICE FURNITURE 
MANUFACTURER FOR SALE 



AIR HANDLING UNIT 
BUSINESS FOR SALE 


8wdNoriiVMdm«iaelav V ,Mfa 
fcUftmt n lg R Biai w or rale of bBiirow 
Bulnaia well known, tang 


or book and Node £400.000. Principal, 
only Box AI2M, Financial Tbai. Oaa 
InnOwnt ItiHni, I .milmj mu gHL 


SENEGAL 600 bod hoaathaadi from, sifxnti 
Maura tacfilM - OM 0 ml. Uteharf Pogg 
Intern ati onal Tot: 0272-420343 Fax: 0272- 
420247 


FLC wnbca to di-cat nra On adivity wSadi 
give* Tint dua opportunity to acqtiim fully 
developed 1 Up Dealt Sottarn Product will: 
Support Team if requir e d Written in lien 
4GL, and avail able n> DOS. Window:, a 
UNIX vaiiam. ErU M ri hnd and glueing nor 


Principilj only piano m Box A8265. Fractal 
Tuzeu. One todmit Bridge. 

Londo n SEI 91IL. 


AIRCRAFT 
FOR SALE 


PRICED TO 


SELL 

BAe 125.8008 
7 Place Business Jet 
One UK Owner since New 
Defivered 1985 
Contact: 

John Keeble 
Twinjm Aircraft Sales 
TeL- 0582 452888 
Fax: 0582 400096 


OFFICE EQUIPMENT 


BANKRUPT STOCK 
TO CLEAR 


General office- and 
systems furniture 
Desks, Tiling cabinets, 
executive furniture, screens, 
boxed quality chairs from 
£25.00. 

2000 items to clear this week. 


TEL: 081 743 2100 
FAX: 081 749 9500 


LEGAL NOTICES 



48(2) 


NOTICE IS HEREBY GIVEN, panuaai lo 
See** 48(2) of tbo bxdvcaqr Art 1986. dm a 
of (he above* 



ART GALLERIES 


THE WORLD OF DRAWINGS a 
Water onto uis Fair Park Lane Hotel. 
Piccadilly. London W 1.20-24 January 
1Q93. 1 1 am~Spm. 7pm laat 2 
day*. Tel: 071-499 6321 


BUSINESS WANTED 


BUSINESS WANTED 

FABRIC DISTRIBUTION 
COMPANIES 


Our client, an expanding Fisted group wishes to add to its 
existing fabric companies by acquiring UK businesses which 

• are wholesale distributors of consumer or industrial 
fabrics of a specialist or technical nature 

• have some exclusive distribution rights or other 
unique features 

• have a turnover of £1 million to £1 5 million 


preferably have a management team looking to 
continue 


Vendors or their advisers should telephone either Anne Jordan 
or Barrie Pearson on 071 -388 4242 in absolute confidence. 
Your identity will not be revealed to our client without your 
permission. 

Livingstone Fisher pic 

Acre House, 11-15 William Road, London NW1 3ER 

U rmiMMlilSdHIHI 

The Acquisition & Disposal Specialists 
A Member otFlMBRA 


A large PLC is interested in acquiring a 
chemical manufacturing business in 
Europe or USA with sale turnover 
between £5-50rn per annum. 

The business need not be profitable. 

Merchant bankers or companies may 
respond with details. 

Write to: Box A8263, Financial Times, 
One Southwark Bridge, London SEI 9HL 


ENGINEERING COMPANIES IN DIFFICULTIES 
THINKING OF SELLING/MERGING YOUR ENGINEERING 
COMPANY? 


Wo am inte rn a asd in engineering companies (in tbe South of England) with a 
turnover of anything from 200k to 1-5 ol You may manufacture your own 
prednet or fabeoatract for major mpplien. Io mou cases we retain key 
penaoneL Take tbe phwge - c*Q os now. S. Stevens 0932351032 


INSTRUMENT 
COMPANY REQUIRED 

Multinational corporation in the 
field of industrial instrumentation 
and sensors seeks to acquire 
a smaU/mecfium sized 
manufacturing company 
engaged in similar activities. 

Writs to Box A8281, Financial Timas, 
One Southwark Bridge. London SEI 9HL 


WANTED TO PURCHASE 

(in UK or etaewbere to EEC): 
SCRAP METAL BUSINESS 
(with own freehold or long lean) 
with scrapshredderO) 
and car crufa machine. 

ALSO transport busmen with Mercedes 
articulated vehicles. 

Replies io 

W It Jones & Co (London) Lid, 

London N22 
(FAX 081 365 7924) 


PUBLISHING COMPANY WANTED TO BUY 

International publishing house wants to acquire a British 
publishing company. 

All cash. Confidentiality guaranteed. 

Please respond to: 

Box A4676, Financial Times, One Southwark Bridge, London SEI 9HL 


Am 

*■ 

► 


WANTED 

► 

► 


PRINTING BUSINESS 

► 

► 


Major UK Printing Company 

► 


seeks to acquire a Sheetfed 

► 


Printing business. 

► 


preferably based in the 

► 

► 


South of England 

► 

► 


Principals only 

► 


Please write to Dux A8256, 



Financial Times, One Southwark 

► 

► 


Bridge. ]jondon SRI 9IIL 


COMPANY NOTICE 


PORTUGUESE 
GOVERNMENT 3* 
EXTERNAL DEBT 1902 
In accordance with the law oT the I4d> 
I May 1902 and the Decree of the 9th 
I August of the same year the Food 

tana (menu due lsi Jannaiy 1993 have 
(wen effected by the Junta do Credito 
Publico In Lisbon as follows;. 

1ST SERIES BONDS 
Purchases in the market consisted of 41 
bonds o( £20.00 totalling £820.00. The 
h a la not of tbe imtatment was made up by 
die drawing in Lisbon of L.700 bonds of 
£20.00 each and 310 beads or £ 100.00 
each, having a total value of X63jOOOOO. 

2ND SERIES BONDS 
Purchases In the market emw l in w t or 20 
bonds or £19^0 loaning £398.00. The 
ba l a n ce of the instalment was made up by 
the drawing of 300 bonds of £19.90 each 
and 23 bonds of £99J0 each, having a 
total nominal value of £8,437.30. In 
accordance with the terms of the General 
Bond, bonds of this series are repayable at 
i a premium of 2S% of their Am value. 

3RD SERIES BONDS 
The insulmcai baa been met by the 
*»wing or 3500 bonds or £19.90 each 
■nd 206 bonds of £99.30 cacti, having a 
total value of £98,107.00 together with an 
| equal number of non interest bearing 
bonds. 

The above-mentioned drawn bunds arc 
repayable Tram 1st January 1993 lo 31st 
July 1998 and those lumped by the 
Portuguese Financial Delegate for 
payment in sterling may be presented tor 
repayment at die Securities Department 
CuoMxr of BARING BROTHERS & OO., 
LIMITED, Broadgate Branch, US 
Btshopsgjuc, London EC2M 3XY. where 
Nats of the numbers of the bonds and 
lodgement listing forms for the drawn 
bonds may be obtained. 



Appear in the 
Financial Times on 
Tuesdays, Fridays and 
Saturdays. 

For further information or to 
advertise in this section 
please contact 
Karl Loynton on 
071 873 4780 
or 

Melanie Miles 
071 873 3308 
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f Perrier workforce 

loses merger plea 


BUSINESS AND THE LAW 


T he endowment of Brussels 
two years ago with power 
to vet large-scale Commu- 
nity mergers has been an 
unexpected success for European 
business. The Merger Task Force, 
the European Commission's merg- 
ers watchdog, has shown itself 
capable of meeting the tight proce- 
dural deadlines set by the merger 
regulation and a willingness to 
reach an accommodation with busi- 
nesses where possible. 

This flexibility is reflected in the 
st atis tics. Of the 136 notifications 
dealt with by the task force during 
its first two years, 103 were cleared 
within one month and only 10 went 
to a full-scale, four-month, phase 
two investigation. Of those, two 
were cleared, one withdrawn, and 
seven cleared after modification. 

Only one merger - the bid by 
France’s Aerospatiale and Italy's 
Alenia for Canadian aircraft manu- 
facturer De Havllland - has h«wi 
blocked following a phase two 
investigation, and that largely 
because of the fierce opposition to it 
put up by Sir Leon Brittan, then 
competition commissioner. 

It took 17 years of negotiation and 
much political compromise to get 
the merger regulation adopted. 

Deciding which cases should be 
dealt with by Brussels and which 
should be left to the national com- 
petition authorities proved one of 
the bigger sticking points. Finally, 
it was agreed Jurisdiction should be 
determined by reference to the turn- 
over of the companies involved. 

If the combined worldwide turn- 
over of the companies was more 
than EcuSbn and the aggregate EC 
turnover of each of at least two 
companies was Ecu250m or more, 
then the case would go to Brussels. 
Mergers below these thresholds 
would remain the exclusive jurisdic- 
tion of national authorities. 

This represented a victory for 
Germany and Britain, the two EC 
countries with the strongest 
national competition bodies and the 
most reluctant to cede power in this 
area to Brussels. Other member 
states argued the thresholds should 
have been set lower, bringing more 
mergers under Brussels' control. 

As a compromise it was agreed 
thresholds would be reviewed by 
the end of 1993 with the expectation 
that they would come down if Brus- 
sels proved itself capable of han- 
dling a predicted 50 to 60 mergers a 
year. This year promises a fierce 
debate on the issue between the 
member states and the Commission. 

Has the regulation been a suc- 
cess? Mr Michael Reynolds, bead of 
City solicitors Allen & Overy’s 
Brussels' office, says it is possible to 
criticise individual decisions and 
there has been some inconsistency, 
for example, in defining relevant 
product and geographic markets. 
There has also been some concern 


Attempts by the 

/l\ ff A Perner workforce to 
XJi chalJ enge the Euro- 
Pean Commission's 

osfe s?«a.i«KS 

*■*" lowing refusal by 

„ _ „ the president of the 
Court of First Instance, Mr Cruz 
VJaca. of their application for 
mi Jr™ 1 ®easures. This was the first 
" Court ruling involving the 1989 EC 
• merger regulation. 

Following clearance of the merger 
gy Commission last summer the 
PwTier workforce brought an appli- 
cataOT for Judicial review. Pending 
the hearing of their application they 
also requested suspension of the 
Commission's authorisation deci- 
sion and asked the CFI to order the 
Commission to require Nestle not to 
reduce employment in the Perrier 
group nor to comply with the 
undertakings given to the Commis- 
sion which included the sale of Per- 
rier subsidiaries. 

The CFI president dismissed the 
application for interim measures on 
the grounds that the applicants had 
not proved sufficient urgency to jus- 
tify intervention by the Court 

The main reason for urgency 
w.r on by the applicants was the 
▼ threatened redundancy of 740 
employees during 1993 and the like- 
lihood of further redundancies fol- 
lowing the sale of subsidiaries to a 
competitor. BSN, France's largest 
foods group. They claimed the 
absence of a right of reinstatement 
for u nf a i r dismissal in French law 
meant that redundancy constituted 
serious and irreparable harm. 

In reaching his decision the presi- 
dent took into account the need to 
balance the conflicting interests of 
the employees' representatives with 
those of Nestle. 

The president pointed out that, in 
fact, redundancies would arise only 
if the more favourable methods pro- 
posed by Nestle for reducing 
& employees failed. 

Moreover, there should be no risk 
of further redundancies as a direct 
result of the Commission's authoris- 
ation decision itself or the condi- 
tions requiring the sale of subsid- 
iaries. 

First, the merger regulation 
expressly states it has no impact on 
the collective rights of employees. 
Second, the 1977 Acquired Rights 
Directive precludes redundancy on 
the transfer of a business, including 
a transfer resulting from a merger 
authorisation decision. 


Judicial Review 

*h?°~ ever \ °? e President rejected 
rne Commission's claim that the 
main judicial review application 
was inadmissible. 

The applicants’ main grounds for 
asking the court to annul the Com- 
mwslon’s decision include alleged 
infringements of the procedural 
rights of recognised employee repre- 
sentatives of the companies con- 
cerned by a merger and the failure 
of the Commission to respect funda- 
mental social rights recognised by 
Community law, including the 
social charter. 

They also challenged the decision 
on the grounds of failure to main- 
tain effective competition in France 
and the introduction of the concept 
of “duopoly" or "oligopolistic domi- 
nance" without legal basis into the 
merger regulation. 

Although the CFI president did 
not comment on the main grounds 
for judicial review, his ruling con- 
tained observations on the policy 
objectives of the merger regulation 
indicating the likely position which 
the CFI could adopt in the context 
of the protection of employee inter- 
ests in merger cases. 

He accepts the Commission policy 
implemented during the first two 
years of EC merger control that 
competition considerations are pre- 
dominant in the assessment pro- 
cess. But, he notes that in consider- 
ing the effect of mergers on the 
structure of competition in the 
Community, the Co mmissio n must 
place its appraisal within the gen- 
eral framework of the achievement 
of the fundamental objectives 
referred to in Article 2 of the EEC 
Treaty, including that of strength- 
ening the Community's economic 
and social cohesion. 

According to the president, the 
Commission also acknowledges the 
correctness of this approach. More 
interestingly, the Commission is 
reported as saying that taking other 
effects of a merger into account 
would hinder achievement of one of 
the general Treaty objectives and 
notably the development of employ- 
ment 

The Co mmission claims that nei- 
ther the Perrier takeover nor the 
subsequent sales of subsidiaries 
could harm any of these objectives. 

Case T-96192 R, Comite Central 
d’Enterprise de la Societe Generate 
des Grandes Sources etalv Commis- 
sion. Order of President of Court of 
First Instance, 15 December 1932. 

BRICE COURT CHAMBERS, 
BRUSSELS 


Marriages 
made in 
Brussels 

Robert Rice on why EC merger rules 
have found favour with industry 








Commissioners past and present with Karel Van Miert (left) at its head the 
regime is likely to become more relaxed than in the days of Sir Leon Brittan 


over lack of transparency. Why for 
example was the De Haviliand 
merger blocked while Nestle's bid 
for Perrier was cleared subject to 
certain undertakings? There is no 
doubt however, that deadlines have 
been met and the regulation has 
been a procedural success, be says. 

So will the thresholds come down 
in 1993? It seems industry would 
like them to. If a case is borderline 
it is now quite common for busi- 
nesses to ask their lawyers to struc- 
ture the deal so as to bring it above 
the thresholds, Mr Reynolds says. 

What industry likes about the 
merger regulation is the certainty it 
affords - the opportunity to obtain 
clearance for a deal after the initial 
one month appraisal period, he 
says. This certainty is not afforded 
by national competition authorities. 

Professor Barry Hawk, head of 
the Brussels office of US law firm 
Skadden Arps Slate Meagher & 
Flom says industry is also heart- 
ened by the task force's relaxed 
approach, reflected in the statistics. 

If Sir Leon had remained in 
charge of competition, a toughening 
of the regime could have been 


expected particularly after the De 
Haviliand case. But with a new 
competition commissioner, Mr 
Karel van Miert. in charge and a 
new director of the task force. Mr 
Phillip Lowe, taking over in April, 
neither of whom bas any back- 
ground in competition regulation, 
the regime is, if anything, likely to 
become even more relaxed, he says. 

Mr Van Miert bas already stated 
that strict competition principles 
will not be the sole guidelines for 
EC antitrust decisions over the next 
two years and that he wants to 
model EC policy more on the Japa- 
nese approach taking into account 
industrial, environmental, regional 
and social issues. If the net result is 
a further relaxation of the Brussels 
merger regime, industry may lobby 
even harder for lower thresholds. 

Sir Sydney Lipworth. outgoing 
chairman of the UK's Monopolies 
and Mergers Commission, counsels 
caution, however. What industry 
likes so much ahout the Brussels 
regime is the possibility or quick 
clearance of a merger. But EC merg- 
ers and acquisitions activity has 
been at a low ebb over the past two 


years. If M&A activity were to pick 
up and at the same time the thresh- 
olds came down increasing the 
number of mergers dealt with by 
Brussels, deadlines might begin to 
slip and the procedural certainty 
could be threatened, he says. 

Whether the thresholds come 
down will ultimately be determined 
by the politicians. A year ago when 
Sir Leon was still in charge and the 
subsidiarity debate had yet to come 
to the fore a lowering of the thresh- 
olds looked on the cards. With Mr 
Van Miert at the helm and the polit- 
ical climate shifting against the 
ceding of more power to the centre, 
a reduction in the thresholds is less 
certain. 

If the Commission is set on reduc- 
ing the thresholds there will be a 
price to pay. Professor Hawk says. 
Germany and Britain, and to a 
lesser extent France, are likely to 
oppose any reduction. Germany's 
price for agreeing to a change 
would be the establishment of an 
EC mergers watchdog independent 
of the Commission or conceivably 
an independent EC cartel office 
based on its own BundeskartellamL 

It is not clear whether the UK 
would support Germany in this 
demand. Although not purporting 
to speak for the UK government. Sir 
Sydney has made it clear on a num- 
ber of occasions that while he 
thinks the body responsible for 
investigating mergers should be as 
independent as possible he would 
stop short of the single all-pervad- 
ing independent competition body 
sought by Germany. 

Member states might also be pre- 
pared to agree to the thresholds 
coming down in return for a num- 
ber of amendments to the regula- 
tion itself, Mr Reynolds says. 

A strengthening of the exception 
which allows mergers above the 
threshold to be referred back to 
member states on the grounds that 
they affect a distinct national or 
regional market would be welcomed 
by Germany and the UK. Three 
requests from Germany in the 
Varta/ Bosch; Mannesman/Hoesch; 
and Alcatel/AEG Kabel cases were 
all turned down. Only one merger 
SteetleyfTarmac has been referred 
back under this exception and that 
was largely because a related bid by 
Redland was already being investi- 
gated by the UK's MMC. 

Most member states would also 
welcome a change in the EC's pol- 
icy on negotiating settlements 
which would allow the Commission 
to accept behavioural undertakings 
in addition to structural changes. 

And if Mr Van Miert Is deter- 
mined to extend his policy of con- 
sidering factors other than pure 
competition, several member states 
would like to see those factors writ- 
ten into the regulation.A significant 
amount of political horse-trading 
lies ahead: 


LEGAL BRIEFS 



Defending the 
mark of a true 
Champagne 

C hampagne producers have 
never been slow to to protect 
their appellation against 
those who attempt to trade 00 its 
reputation. 

The Latest in a long line of legal 
cases to be heard by the English 
High Court started yesterday. It 
concerns “Elderflower 
Champagne", a non-alcoholic 
cordial with added carbonated 
water, sold in green. 
Champagne-shaped bottles with 
wired mushroom corks, by 
Thomcroft Vineyard. At Issue will 
be whether the consumer is likely 
to be misled into believing this 
is real Champagne. 

While Thorncroft will argue that 
no one could possibly make that 
mistake, the Champagne producers 
believe they have ample evidence 
to show that people will be misled. 
Although its reputation is well 
known, few people know what 
Champagne really is - a unique 
sparkling wine produced only in 
the Champagne region of France, 
they say. 

There is also a principle at stake. 
If Thomcroft is allowed to market 
its product unchallenged, others 
will follow and pretty soon the 
mark. Champagne, will have been 
destroyed, passing into the 
vernacular like other well-known 
marks before it, such as 
Gramophone, Hoover, Go-kart and 
Aspirin. The bearing is expected 
to last five days. 

Control Securities 

I n our issue of December 22, 
we reported that Mr Nazmu 
Virani, currently being 
prosecuted in connection with the 
Bank of Credit and Commerce 
International investigation, was 
the head of Control Securities pic. 
Control Securities has asked us 
to point out that he is no longer 
with the company and is not being 
prosecuted in connection with his 
former role there. 











Two for & 


. On wedcdatys . 
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restaurams are offering three). Drinks, e6lteam&$^ o- >£<;*:•* ‘ 


Sonny's, 94 Church Road, LONDON SW13 
Sloans, 27-29 Chad Square, Hawthorne Road, Edg hasten, 
BIRMINGHAM 

Ibrkivncfcs, 43 Com Street, BRISTOL 
Brasserie Forty Four, 44 The Cafe, LEEDS 
Armadillo, 20-22 Mathew Streel, LIVERPOOL 
Normandie, Eburt Lane, Birtle, MANCHESTER 
Adterds, 79 Upper a Giles Street NORWICH 
Sonny’s, 3 Carton Street, Hockley, NOTTINGHAM 
The Marsh Goose, Ugh Street MORETOWN-MARSH, 
Gloucestershire 
Le Marche Noe, 2-4 Eyre Place, EDINBURGH 
The Vintners Rooms, 87 Gfes Street Letfi, EDINBURGH 
The Ubiquitous Chip, 12 Ashton Lane, GLASGOW 
La Belle Epoque, 61-63 OubSn Road, BELFAST 


RESTAURANTS 

Tel: 081 7460393 La Brasserie, 60-61 St Mary Street CARDIFF Teh 0222 372164 

Cafe Rouge, 7a Petersham Road, RICHMOND, Siarey Tel: 081 332 2423 

Tel: 021 4S5 6697 Cafe Rouge, 26 High Street Wimbledon, LONDON Tel: 081 9445131 

Tel: 0272 262658 CafeFto, 148 Kew Road, RICWOC, Surrey Tel: 081 940 8298 

Tet 0532 343232 Cate Ho, 676 FuSiam Road, LONDON SW6 Tel: 071 371 9673 

Tel: 051 236 4123 Angel, 101 Bermondsey WaQ East Roflwtithe, 

Tel: 061 764 3869 LONDON SEIfi Tel: 071 237 3608 

Tel: 0603 633522 King’s Head, Ivinghoe, LEIGHTON BU2ZAm 
Tel: 0602 473041 Bedfordshire Tel: 0296 668264 

Wheelers, 12a Duke Street LONDON W1 Tel: 071 930 2460 

Tel: 0608 52111 Pierre Vfctoire, 10 Victoria Street EDINBURGH Tel: 031 225 1721 

Tel: 031 558 1608 Rene Vidoire, 8 Union Sired, EDWBURGH Te!:031 5578451 

Tel: 031 554 6767 Pierre Vlcla^ 38^ Grassmark^ EDINBURGH Tel: 031 226 2442 

Tel: 041 334 5007 Pierre VkMe, 52 Coburg Street HMUTOi Tel: 031 555 6178 


Tel: 0608 52111 


Teh 0232 323244 


Tomorrow's feting w8 inchxfe London restauisnts 


We are also running a competition ' tO^letiter a free could win a 

weekend for two at Gittleigh Park, C haglbrd* Devon; ; '• ' \ * ' *. " 

Every weekday* from l!th-29th January, the ib* -..a Fiver? 

question. Answer any 10 of the 15 questions (Clue* Tlfe^ns^.ls the: uanie O? a Testaqraiu given in thatdayr?.' 
fisting), complete an entry form which will be publlshedeve*^^ J&miary, and send them’ 


QUESTION 7: Where to advance on board? 


FINANCIAL TIMES 

FUKOPri RUVNIIS NIWlPAPflH 


ANSWER 7: 


Answer this question, together with 9 others published during the competition period, and 
send them, together with a completed entry form to "FT Lunch for a Fiver”. Number One Southwark Bridge, 
London SE1 9HL, to arrive no later than Friday February 12 1993. The prize draw will be made on Monday 
February 1 5 1 993. The sender of the first correct entry drawn after the dosing date, from all the entries received, 
will be declared the winner. Full details of the competition and previous questions are available from the 
Marketing Department of the Financial Times at the address given above, or on Tel: 071 873 3670. 
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Sir Robert Clark to chair bank boutique 

^ ® . i -....It I V»r n ph'inaa*' Oivl 


At 69, Sir Robert Claris, one of 
: Britain's best-connected mer- 
chant bankers, has finally got 
an investment bank with his 
own name on it. He has been 
made chairman of Rauscher 
Pierce & Clark, a London 
investment banking boutique, 
being established by the 
Dallas-based firm, Rauscher 
Pierce Refhes. 

The new boutique plans to 
marry Rauscher Pierce Refnes' 
strengths as the leading invest- 
ment bank in the US South 
West with the contacts of a 
group of European investment 
bankers led by Str Robert, who 
rose to prominence as a mer- 
chant banker during his chair- 
manship of Hill Samuel from 
1974 until it was taken over by 
the TSB Group in 1987. 

A former director of the 


Bank of England and vice 
chairman of TSB until Marcn 
1991. Sir Robert is currently 
chairman of Mirror Group 
Newspapers, vice chairman of 
SmithKline Beecham. and has 
a string of other directorships 
including Shell Transport and 
Trading. , , 

David Quint, a 42-year-ola 
lawyer and managing director 
of the new firm, says he has 
known Sir Robert for ten years 
having been introduced to rum 
by former Hoover boss Sir 
Peter Boon, a fellow director of 
Belden & Blake, a small US oil 
company. . 

Sir Robert and Quint visited 
three US regional firms before 
linking up with Rauscher 
Pierce which has 25 offices 
around the US South West. 
The US firm will have 25 per 




■ Seton Healthcare Group, the 
rapidly expanding medical 
products and sports equipment 
company, has appointed Roger 
Humphreys as group fin a nci al 
director from March 1. Hum- 
phreys, 31, Is currently the 
Blackburn-based group's 
financial controller, having 
joined just aver two years ago 
from KPMG Peat Marwick, 
Seton's auditors. Roger Gould, 
who previously held the posi- 
tion of financial director, con- 
tinues as deputy chairman and 
company secretary. Seton's 
market value has quadrupled 
to more than £95m since it 
came to the market in 1990. 
The group's chairman is Nor- 
man Stoller, son of the 
founder, who started making 
tubular bandages in 1952. 

■ S hand wick, the international 
public relations agency whose 
fortunes have recently 
improved slightly after a tur- 
bulent time on the stock mar- 
ket, has appointed Larrv 
Kaplan. 39, to its board. 

Kaplan, a US citizen and pos- 
sessor of an MBA, has been 
with Shandwick since 1988 fol- 
lowing six years with Primer- ! 
ica. Before that he had six ! 
years at Reed International. ! 

His first post with Shand- 
wlck's north American 
operations was as controller, 
thereafter being promoted to 
chief finanrifll officer in 1990 
and regional director in 1992. 

Kaplan's membership of the 
board is intended to strengthen 
internal communications in 
North America - where 
Shandwick gets more than 50 
per cent of its revenues. 


Bodies 

politic 

i ■ Derek Prentice, assistant 
} director of the Consumers’ 
t Association, has been 
l appointed president of BEUC, 
j the European Bureau of 
I Consumer Unions, 
j ■Sir Leon Brittan has been 
i appointed Chancellor of the 
i UNIVERSITY OF TEESSIDE. 

; ■ John Armitt, chairman of 
! Laing Civil Engineering and 
j John Laing International, has 
i been appointed president of 
I the EXPORT GROUP FOR 
! THE CONSTRUCTIONAL 
1 INDUSTRIES. 

■ ■ Nigel Hughes, director of 
technology for S miths 
I Industries Aerospace and 
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cent of the equity and Sir Rob- 
ert will have “almost the 
same". 

Sir Robert said yesterday 
that it was nice to work “for 


Defence Systems, has been 
appointed a member of the 
CAA’s airworthiness 
requirements board. 

■Urn Sheppard, md of 
Siemens Measurements, has 
been appointed chairman of 
the BEAMA METERING 
ASSOCIATION, 
a David Harrap, md of ABS 
Pumps, has been appointed 
chairman or the BRITISH 
PUMP MANUFACTURERS' 
ASSOCIATION, 
a Adrian White, chairman of 
Biwater, has been appointed 
chairman of BRITISH WATER 
INDUSTRIES GROUP, 
a Ian Wright has been 
appointed director of training 
at the CONSTRUCTION 
INDUSTRY TRAINING 
BOARD on the retirement of 
Doug Shaw. 


Pat Dyer (left), managing 
director - gases at BOC, has 
been appointed deputy chair- 
man of the BOC group. He will 
deputise for Patrick Rich, 
chairman and chief executive, 
in a wide range of roles, allow- 
ing him to concentrate on 
strategy and planning. 

The group is also reorganis- 
ing its divisional structure in 
an effort to integrate its 
regional businesses more effec- 
tively and Increase the spread 
of its technology. 

Chung Kong Chow, known 
in the business simply as 
“CK", has been appointed to 
the new position of group 
operating officer and chief 
executive of BOC gases. He 
was previously director North 
Pacific gases. 


oneself for a change" and he 
expected to devote about a 
third of his time to the new 
venture. The advantage for the 
US parent is that its new Euro- 
pean outpost - it wiU also 
have a Zurich office needs 
little capital and will ham lorn 
overheads. “It only takes a-coa- 
ple of projects to make quite a 
difference," says Quint . - 
Sir Robert has recruited a 
couple of “old friends” to his 
board - Richard Butler, afar- 
mer president of Paine Webber 
International, and James Lad- 
ner, a Zurich-based investor 
and former executive vice pres- 
ident of Coutts* Swiss bank. 
Rauscher Pierce will be repre- 
sented on the board by David 
Smith, chief executive, ..and . 
Robert Brown, hem! of corpo- 
rate finance 


■ Geoffrey Harsh, who worked 
at the Museum of London and. • 
as museum development 
officer for area museum 
service for south eastern 
England, has been appointed 
project director for the 
IMPERIAL WAR MUSEUM'S - 
new development at 
HartlepooL 

■ David Tid marsh, chief 
executive of Applied 
Holographies, has been 
appointed president of the 
INTERNATIONAL 
HOLOGRAM 
MANUFACTURERS 
ASSOCIATION. 

■ Sir Denys Henderson, 
chairman of ICL has been 
appointed chancellor of BATH 
UNIVERSITY. 

■ Barry Supple, master of St 
Catharine's College. 

Cambridge, has been appointed 
director of The LEVERHULMR 
TRUST on the retirement of 
Sir Rex Richards. 

■ Judith Anthony (below), 

Herts me re Borough Council's 
planning officer, has been 
appointed to the newly created 
post of director of operations 
at the INDUSTRIAL SOCIETY. 
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ARTS 




m 


evening 

The Song 
of Tales 


Some 20 years ago. almost at 
the outset of hil cmS^ the 
musicologist-com- 


poser- producer Roberto De 

*Z£! f reated a specie 
Cenerent ota 
(The cat Cinderella), based 
rarely on Lo canto delli cunti 

Jato of Ta«, by GbS! 
battista Basile. the 17th cen- 
tury collection of fairy-tales 
wat has inspired many snbse- 
qnoit works, among them Pro- 

toSJ Three Oranges. 

With liberal admixtures of 
mime, dance and traditional 
mnsic (plus some music of his 
own) De Simone created a 
Piece of stage magic, subse- 
quently revived several times, 
and now a part of Italian thea- 
trical history. 

The recent announcement of 
a new De Simone full evening 
of Neapolitan song and story 
naturally aroused keen expec- 
tation among his fang, espe- 
cially since the title B canto de 
U cunti (The Song of Tales) 
again recalled Basile, and 
suggested that La gatta Cener- 
entota would have a successor. 
But the wily producer both 
disappointed and rewarded his 
admirers. The earlier piece 
was a kaleidoscope of visual 
Invention and brilliant colour; 
the new work is sober to the 
point of starkness - the per- 
formers are all dressed in 
black - and movement is 
reduced to the essential mini- 
mum. Bat within these nar- 
row, self-imposed confines, II 
canto de li canti proved to be 
as varied and thr illing as any- 
one could wish. 

It began with Basile - a 
story of an Ogre and his gar- 
den - narrated, chanted and 
sung by seven singers, with 
subtle, deliberately scant 
accompaniment, then ranged 
through other traditional 
songs and stories to some ver- 
sions of Don Giovanni, of 
which the most exhilarating 
saw Pulcinella standing in for 
Leporello, and then a hilarious 
bit of 18th century farce - 
L ’ Opera di Zeza - with 
enchanting pastiche music by 
De Simone, and with the 
superb Neapolitan actor Rino 
Marcelli, en travestt, as Zeza 
(before that, he had been a 
magnificent Pulcintella). 

The second half featured 
more recent pieces: a staged 
v^poem by the late comedian 
Uotfi,' in' which two dead men 
- a street-sweeper (again the 
unparalleled Marcelli) and an 
aristocrat (the suitably pomp- 
ous Enzo Pierro) - come to 
wry conclusions about life and 
death; some songs of Salvatore 
Di Giacomo, the 19th-century 
poet whose lyrics were seized 
upon by generations of com- 
posers; and finally a series of 
pieces by Raffaele Vivlani, a 
somewhat underestimated 
turn of the century author 
whose bitter streak distin- 
guishes him from other Nea- 
politan humourists. 

The outstanding quality of 
this production - apart from 
the unerring taste and interest 
of the selected material - was 
its coherence, its apparent 
spontaneity along with its 
impeccable organisation. In a 
sense there were no stars 
(even Marcelli worked in per- 
fect synchrony with the oth- 
ers); and in another sense, the 
interpreters were all stars: a 
glittering constellation that, 
despite the almost bare stage 
and the funereal dress, lit up 
tfre Teatro Valle in Rome and, 
from there, should go on to 
shine in many other theatres. 

William Weaver 


The gentle manipulator 
of space is at it again 

William Packer reviews Tim Head 


^ i3 t e ®® ier to describe the work 

Sh-kS” f ! ead is Cllrr ently 
exhibiting than either to jus- 
tify or to condemn it. The first 
thing to strike us, even before 
we register his latest group of 
15 canvases that occupies the 
huge lower gallery of the 
Whitechapel, is the space Itself, 
we enter a room transformed, 
its walls now a light and uni- 
form sky-blue, its floor covered 
with green plastic turf. Head, 
the gentle manipulator of 
space, the teasing confounder 
or familiarity and expectation, 
is at it a gain, 

We need not go so far as his 
apologist, Marco Livingstone, 
who, in the catalogue essay, 
compares the experience with 
that of being placed "in the 
perfect stillness of an eternal 
heaven by Fra Angelico", to 
take the point. There is no 
deception: the means are obvi- 
ous. Yet this great space, even 
as we enter and recognise it, is 
not quite the Whitechapel we 
thought we knew. It is bigger 
somehow, higher, more open 
and airy; yet, at the same time, 
oddly more complete and 
enclosed. 

Here hang these large can- 
vases, 13 to the set and two 
more hors serie, with their 
immaculate surfaces and their 
self-consciously bland and 
enigmatic images. They are 
dearly untouched by hand, but 
the manner of their making is 
not readily apparent Only the 
catalogue can tell ub that they 
have been printed out on an 
ink-jet press, regulated by com- 
puter, the images amplified 


from collage studies, it is at 
once frustrating and revealing 
that Head never shows such 
preparatory material. 

What are we to make of 
these blank, screen-like 
im ages, so gently curved am) 
subtly speckled? Again, only 
the catalogue will tell us that 
they derive from "the kinds of 
shapes used in packaging and 
presentation ... Intrigued that 
such shapes look comfortingly 
familiar but also odd In their 
synthetic character, he built 
up a collection of them in the 
form of manufactured objects, 
labels and printed matter, 
sometimes drawing the outline 
directly from such thing s as 
plastic containers, at other 
times photocopying them and 
redrawing them. Gradually 
refining the selection so as to 
eliminate the most immedi- 
ately recognisable forms, he 
arrived at a group of hybrid 
generic motifs whose particu- 
lar origins can no longer be 
identified.” 

Upstairs, past the slide 
documentary of past work, and 
the “Happy Eaters" in the 
Gallery’s cafe, we come to 
another total appropriation of 
the particular space. The small 
New Gallery has been blacked 
out and ultra-violet lamps 
installed to pick out the 
myriad coloured stick-on labels 
scattered across the walls and 
ceiling. The trick is simple 
enough and the eHect 
engaging, as it were the 
darkest of nights and the stars 
bright in the firmament, "the 
floor of heaven thick inlaid 


with patinas of bright.." - 
well, yellow and green and 
blue and red. 

The Upper Gallery holds a 
selection of Head's work of the 
1980s, and it is here that his 
preoccupation with the 
synthetic product and detritus 
of the modern, processed, 
computer-driven world is made 
clear. Here are the large 
cibachrome photographs, 
produced to the highest gloss 
of contemporary advertising, 
that take still-life as their 
ironical, impassive subject. 
Here is a heap of plastic toys, 
pastel-coloured skulls that are 
really rubbers, rockets, toy 
cars: and here a King Kong 
cityscape of transistor radios, 
computers, product packaging, 
vibrators as skyscrapers. 

Here too are the effluent and 
toxic landscapes, the 
dbachromes of what might be 
pools or swamps filled with 
whatever we choose to throw 
away, plastic bottle, strip and 
filler, unbiodegradable to the 
last button. The charge is 
inevitable, but Head insists he 
is not an issues artist “It’s not 
straight-forward, and tbat’s 
what makes it interesting. 1 am 
drawn to these things. Close 
up, they have a strange 
physical beauty that I find 
compelling . . . We can't 
pretend that this stuff doesn't 
exist" 

Further along bangs the 
“Cow Mutation” painting, with 
which he won the John Moores 
Prize of 1986. It is again a large 
canvas, but this time painted 
directly and simply In black 



Tim Head's latest group of huge canvases is transforming the Whitechapel Gallery 


and white, the image derived 
from the cow motif by the 
anonymous designer of the 
particular milk carton. And by 
degrees the poor cow 
disintegrates in formal frenzy 
before our eyes. No issue there. 
The series continues with such 
works as Prime Cuts, Deep 
Freeze and Replicator, each 
apparently prettier and more 
disarming than the next in its 
sophisticated simplicity, whites 
and pinks, violets and blues, so 
redolent of late Matisse. It is 
only the imagery itself that 
gives us pause, images of cells 


and organisms, mutant as may 
be, beneath the microscope. 
The large green and black 
triptych at the end carries as 
Its image a map of the world, 
its continents and oceans 
breaking down in a desperate 
confusion. As I say, no issue 
there. 

Head, it seems to me, is very 
much an artist of his time and 
place, fortunate in the 
sympathetic interest his work 
has elicited over the years, by 
its very nature, in the eyes of 
those who command the public 
patronage of the British art 


world. That of itself is no 

«tiaqiiaHW<*aH fin [ anri Head DO 

less an artist, of considerable 
refinement and intelligence 
moreover, for the support he 
has enjoyed. 

My feeling is only that he is 
as yet not tolly the artist he is 
capable of being simply 
because he has yet to trust 
himself tolly to experience and 
intuition, rather than, as 
hitherto, to idea and process. 
He is tbe victim still of his 
background, Newcastle in the 
1960s. under the influence of 
Richard Hamilton, and the 


heresy that persists so 
destructively to this day, that 
art, to be art, must bo about 
ideas - as though ideas alone 
could make a Titian, a 
Rembrandt or a Matisse. Idea 
and attitude are but tbe 
straitjacket of the aesthete and 
the curatorial pedant, and 
Head, I should bave thought, 
too clever not to escape. 

Tim Head: Whitechapel Art 
Gallery, Whitechapel High 
Street El, until February 28. 
then to Manchester City Art 
Galleries. Sponsored by Beck’s 


Theatre in New York 

My Favorite 
Year 


Remember 1954? I don’t I was not yet bom 
during the heyday of live television com- 
edy and matinee idols, the era in which 
My Favorite Year, the first Broadway 
musical of the New York season, is set. 

But 1 can certainly remember the 1980s 
and early '90s, as musicals like Phantom of 
the Opera, Starlight Express, and Miss 
Saigon have upped the genre's technologi- 
cal ante at the expense of originality and 
humanity. These memories have a lot to 
do with why I found My Favorite Year, 
which recently played at the Vivian Beau- 
mont Theatre in a Lincoln Center Theatre 
production, so wonderfully refreshing. 

This new musical, based on the 1982 film 
of the same name starring Peter O’Toole, 
is far from perfect, but what it has in large 
supply, which so many of today's musicals 
Lack, is charm. It is a good, self-contained, 
self-controlled little musical, and unlike 
last season's nostalgia vehicles - the 
Gershwin mishmash Crazy for You and 
Jerry Zaks' over the top revival of Guys 
and Dolls - it does not give the sense of 
material worked over and tarted up with 
making millio ns in mind. 

The creative team - lyricist Lynn 
Ahrens, composer Stephen Flaherty and 
writer Joseph Dougherty - has filled out 
the movie's strong story line with a tight, 
clever book and tuneful songs that spring 
naturally from the action and dialogue. It 
is the tale of junior comedy writer Benjy 
Stone (Evan Pappas), who is assigned to 
keep his now-faded and drunken childhood 
movie idol Alan Swann (Tim Curry) off the 
sauce for the week Swann is the guest star 
of “King Kaiser's Comedy Cavalcade". 

Given that set up, everything that you 
think will happen happens, with a decid- 
edly 1990’s personal-growth twist Swann 
charms everyone, fells off the wagon and 
clambers on again just in time to save the 
day and make up with his long-neglected 
tee n a g e daughter. Handling Swann mixes 



Concerts/Richard Fairman 

A weekend with Janacek 


Evan Pappas as Benjy: as simple and perky as his bow tie 


up Benjy’s life just enough so that he can 
really shine in straightening it out: he gets 
the girl; recognition for his yeoman writ- 
ing duties; and in bonding with Swann 
works through some lingering bad feelings 
about his own father, who deserted his 
family when Benjy was young. It is all 
pretty predictable, but Ron Lagomarsino's 
production clips along with such verve 
and it is all played with such freshness 
that the lack of originality does not seem 
to matter. 

Pappas' Benjy embodies what makes My 
Favorite Year charming; he is as simple 
and perky as his bow tie, with a soaring 
sin g in g voice and some of the production’s 
best numbers on which to show it off. 
Curry's Alan Swann is less successful; he 
is too obviously playing at star quality, 
the essence of which is effortlessness. A 
shame, because when he lets down his 
guard, as in bis climactic confrontation 


with Benjy to “The Lights Come Up," his 
natural magnetism is estimable: he can 
swashbudtie through my musicals to his 
Musketeer getup anytime. 

Andrea Martin, as the double taking sec- 
ond-banana comedy writer Alice Miller, 
gets the show's best laughs and its clever- 
est musical number "Professional Show- 
business Comedy." Her performance is 
almost too excellent, though, because it 
points out what keeps My Favorite Year 
merely good instead of sublime. If only the 
whole production had her dead-on, period- 
specific zing! 

My Favorite Year saves the title tune, its 
most memorable, for last and is this good, 
old feshioned musical’s final nod to the 
classic rules of show business: it leaves 'em 
humming. 

Karen Fricker 


In 1926 Jand£ek came to 
London for the most important 
overseas visit be undertook to 
promote his music. Unfortu- 
nately, his tinting was not pro- 
pitious: a couple of days before 
the main concert the country 
was plunged into a general 
strike, leaving no programmes, 
no transport and no newspa- 
pers to advertise the event or 
carry reports of it He returned 
to Czechoslovakia disappointed 
and dejected. 

The irony of this failed 
attempt to find a wider inter- 
national audience is that since 
the 1950s it has been in this 
country, as much as any, that 
Janacek’s music has come to 
prominence and popularity. 
The idea of a weekend devoted 
to a survey of his music, sup- 
ported by films and talks, is 
one that no serious music-lover 
today would begin to question. 

Over the past few years 
these BBC single-composer 
weekends at the Barbican have 
become a regular feature of 
London’s musical life. But 
what started out as an ambi- 
tious project to put before the 
public in-depth profiles of diffi- 
cult 20th-century composers is 
now edging on to safer ground. 
Last year's choice was Berg, 
for the first time not a living 
composer; and now we bave in 
Janacek one who has a large 
corpus of his works - the 
operas - already accepted by 
the public at large. 

As a result, the emphasis has 
changed. The importance of 
this weekend shifted to the 
smaller pieces, although the 
larger orchestral scores - 
Taras Bulba and the Slnfo- 


nietta - were included to pro- 
vide a rousing climax to each 
evening, as they most certainly 
did in these muscular and 
dynamic performances by a 
BBC Symphony Orchestra to 
very fine fettle under Andrew 
Davis. 

So central is the place occu- 
pied by the operas in Janacek’s 
output that at least one had to 
be included. This was From the 
House of the Dead, arguably 
the most suited to concert per- 
formance. Again Davis goaded 
the music forwards with an 

The very programme 
Janacek intended for 
1926 was generously 
applauded 


awesome grip on its vital 
energy, giving the lie to tbe 
theory that the opera does not 
have much narrative drive, but 
it was not in tbe end an espe- 
cially moving performance. A 
well-chosen cast, headed by 
Jan Blinkhof as a Filka 
Morozov of raw power, Kim 
Begley a clarion Skuratov and 
Russell Smythe an impas- 
sioned Shishkov, seemed 
locked to the opera’s claustro- 
phobic ambience of prison vio- 
lence. There was less of tbe 
tenderness that gives the opera 
its humanity. 

The “spark of God" which 
Janacek saw in each of these 
characters encapsulates one of 
the personal beliefs that is 
expressed throughout his 
music. With their out-of-the-or- 


dinary plots, focusing upon the 
human condition, the operas 
are able to develop those feel- 
ings in a way denied his other 
music. Of the rare works per- 
formed during this weekend, 
the “Danube” Symphony, 
receiving its first UK perfor- 
mance, roamed across folk ter- 
ritory and down modernist 
paths with no very convincing 
sense of direction. The Violin 
Concerto, recently “realised" 
from the composer’s sketches, 
remains a wildly inventive, but 
unsatisfying torso. 

From other areas of his out- 
put there was a selection of the 
piano music, all fascinatingly 
individual, played by Radoslav 
KvapiL The BBC Singers under 
Simon Joly ventured into the 
(mostly) unaccompanied choral 
music, including a drawn-out, 
but surprisingly sensual set- 
ting of the Lord's Prayer. 
There is a lot of folk arrange- 
ments that might have been 
added, but at nearly an hour in 
length this sample was 
enough. 

Altogether, the most enter- 
taining single programme of 
the weekend was the Sunday 
afternoon chamber music 
recital From a searing account 
of the First String Quartet by 
the Lindsay Quartet, it contin- 
ued via a brilliantly sparkling 
MUidi from London Winds to 
the Concertino, which picks up 
on the animal life so beloved 
by Janacek. This was. in fact, 
the very programme as he 
intended it for the Wigmore 
Hall on his visit in 1926 - now 
generously applauded, a happy 
case of musical dues at last 
being paid. 
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AMSTERDAM 

hits van Bertage Tonight at 
1.15, John Adams conducts 
ihoenberg Ensemble in world 
'emiere of his new chamber 
mphony. Sun afternoon: 
merican programme with 
stheriands Chamber Chorus 
270 466) 

oncertgebouw Tonight s 
irformance Is a song rec, !f![ 

r Robert Holl. Tomorrow. Thu rs, 
1 and Sun afternoon: Alain 
imbard conducts Royal 
sneertgebouw Orchestra in 
arks by Faur6, Roussel and 
Galkovsky. Sat Ton Koopman 
reels Bach's Brandenburg 
ancertos. Sun afternoon: 
lostakovich programme wnn 
tnsk Philharmonic Orchestra. 

on: Beaux Arts Trio (6718 345) 
udektheater Harrison 
rtwfetie's Punch and Judy, 
aged by Pierre Audi and 
inducted by Oliver Knuss ien, 

in be seen tomorrow. Sun. next^ 

tea and Fri. Richard Jones new 
eduction of Der fliegende 
jllander opens next Mon, wit 


a cast headed by Wolfgang 
Schoene and Kathryn Harries 
(in repertory till Feb 21). Next 
Wed: first of four performances 
by Naderlands Dans Theater 
(6255 455) 

■ BRUSSELS 

Palais des Beaux Arts 20.00 Jane 
Glover conducts Belgian National 
Orchestra in works by Haydn, 
Mozart and Spohr. Next Tues: 

Ton Koopman directs Bach's 
Brandenburg Concertos. Jan 29: 
Alfred Brendel (507 8200) 

Mormaie 20.00 Guido Johannes 
Rumstadt conducts a revival of 
Peter Mussbach's production 
of From the House of the Dead 
(repeated tomorrow, Fri. Sun, 
next Tues, Wed and Fri). Sat 
Jeanne Piland song recital (219 

6341) _ 

Espace Temps Tomorrow, Thurs, 
Fri, Sat Anne Teresa De 
Keersmaeker's experimental 
dance group Rosas In a 
programme entitled Erts, music 
by Beethoven, Webern and 
Shnitke (264 avenue Van Volxem, 
tel 219 6 341) 

■ CHICAGO 
CHICAGO SYMPHONY 
Daniel Barenboim conducts 
Tristan und Isolde Act 2 tonight 
at Orchestra Hall, with Siegfried 
Jerusalem and Waltraud Meier. 
Thurs. Fri. Sat and Sun: 
Barenboim conducts works by 
Rimsky-Konsakov, Sibelius and 
Tchaikovsky, with violin soloist 
Maxim Vengerov (435 6666) 
CHICAGO LYRIC OPERA 

On Sat at Civic Opera House, 


Zubin Mehta conducts the first 
night of August Everding’s 
production of Das Rhe Ingold, 
with James Morris. Ekkehard 
Wlaschiha, Bryn Terfel and 
Tatiana Troyanos (further 
performances on Jan 26, 29, Feb 
1, 3, 6, 9, 12). Fri: last 
performance this season of La 
boheme (332 2244) 

■ PARIS 

DANCEfOPERA 

Palais Gamier Paul Taylor Dance 
Company, daily till Sun. Jan 29: 
revival of Nureyev production 
of La Bayadere (4742 5371). Jan 
26-Feb 6 at The&lre de la Ville: 
Anne Teresa de Keersmaeker 
(4274 2277) 

Op6ra Comlque William Christie 
conducts Alfredo Arias' Alx 
production of Les indes Galantes, 
daily till Jan 29 except Thurs, 

Mon and next Thurs (4286 8883) 
Theatre des Champs-Elya&es 
Tonight opening of two-week 
season by St Petersburg National 
Opera with a staged performance 
of Tchaikovsky's Iolanta (also 
Jan 30, 31). Sat, Sun, next Fri: 
Prince Igor. Next Tues, Wed, 
Thurs: The Golden Cockerel (4720 
3637) 

Opera Bastille Tonight, Fri and 
next Mon: Elektra with Gwyneth 
Jones (tonight) and Janis Martin 
(Fri and Mon). Tomorrow and 
Sat Un ballo in maschera with 
Dennis O'Neill, Alain Fondary 
and Gabriels Benackova (in 
repertory till Feb 20). Jan 30: 
revival of Les Contes d’Hoffmann 
(4001 1616) 

CONCERTS 

Ch&tetet Tonight Guamerl 


Quartet and Elisabeth Leonskaja 
play chamber music by Dvottk 
and Shostakovich. Next Mon: 
John Poole conducts Groupe 
Vocal de France in world 
premiere of Takemitsu's Wind 
Horse (4028 2840) 

Salle Pleyel Tomorrow, Fri and 
Sat Semyon Bychkov conducts 
Orchestre de Paris and Chorus 
in works by Smetana, Beethoven 
and Jan&Cek (4563 0796). Sun 
afternoon at Le Rond-Polnt, 
Theatre Re n a ud- Barrault: Urs 
Schneider conducts Orchestre 
National d'lle de France In works 
by Mozart and Tchaikovsky, with 
piano soloist Frank Braley (4296 
1227) 

Theatre des Champs-Elys6es 
Thurs: Charles Dutolt conducts 
Orchestre National de France 
in works by Dvorak and 
Prokofiev, with cello soloist Yo 
Yo Ma (4720 3637) 

JAZZ 

Carmen Bradford, jazz vocalist 
and long-time associate of the 
Count Basie Orchestra, is at Jazz 
Club Lionel Hampton dally till 
Sat Jan 25-Feb 6: Strunz and 
Farah. Music from 22.30 (Hdtel 
Meridien Paris Etoile, 81 
Boulevard Gouvion St Cyr, tel 
4068 3042) 

THEATRE 

• Desire under the Elms: 
Eugene O'Neill's 1924 play 
directed by Matthias Langhoff. 
Opens Jan 28, runs till Feb 28 
(Theatre des Amandiers, 7 ave 
Pablo Picasso, Nanterre, 4614 
7000) 

• Ubu: Alfred Jarry’s irreverent 
black comedy which has become 
a classic of French theatre since 
its uproarious Paris premiere 


in 1896. Daily except Mon till Feb 
7 (Dix-Huit TMdtre, 16 rue 
Georgette Agutte, 18e, 4226 4747) 
• Marie Tudor: a transfer from 
Lille of Daniel Mesguich's 
much-admired production of 
Victor Hugo. Daily except Mon 
(Maison des arts, place Salvador 
Allende, Creteil, 4980 1888) 

■ WASHINGTON 

KENNEDY CENTER 
Bill T Jones dance company can 
be seen tonight in the Terrace 
Theatre. Washington Opera 
presents La Cenerentota tonight, 
Thurs, Sat and Mon at 
Eisenhower Theater, plus Bizet's 
Pearl Fishers on Fri. Mstislav 
Rostropovich conducts National 
Symphony Orchestra In works 
by Makris, Sarasate, 
Szymanowski and Strauss on 
Thurs, Fri and Sat in the Concert 
Hall (202-467 4600). Sun 
afternoon: Mikhail Pletnev 
conducts Russian National 
Orchesra in works by 
Tchaikovsky, Prokofiev and 
Scriabin (202-833 9800) 

WARNER THEATER 
Twyla Tharp and Mikhail 
Baryshnikov appear together 
at a Washington Performing Arts 
Society event next Mon, Tues 
and Wed (202-833 9800) 
BALTIMORE SYMPHONY 
ORCHESTRA 

David Zinman conducts works 
by Copland and Beethoven on 
Thurs, Fri and Sat at Joseph 
Meyerhoff Symphony Hall, with 
violin soloist Cho-Liang Lin. Jan 
28, 29, 30: Henry Mancini (410-7B3 
8000) 

THEATRE 


• The Alchemist Ben Jonson's 
17th century play of greed and 
deception. Opens tomorrow, till 
Feb 21 (Washington Stage Guild 
202-529 2084) 

• Free Will and Wanton Lust 
Nicky Silver is author and 
director of this comic drama of 
dlsfunctional family relationships. 
Till Feb 14 (Woolly Mammoth 
202-393 3939) 

• Rosencrantz and Guilderstein 
are Dead: Tom Stoppard's 
popular play. Till Feb 14 (Studio 
Theater 202-332 3300) 

• It's the Truth, if you think 

ft Is: Pirandello's mystery thriller 
directed by Liviu Clulei. Till Feb 
21 (Arena Stage 202-488 3300) 

■ ZURICH 

OPERA 

William Shimelt sings the title 
role In Don Giovanni tomorrow 
at the Opemhaus. Thurs and Sat 
Nikolaus Harnoncourt conducts 
Cost fan tutte, with Lucia Popp. 

Fri and next Tues: Madama 
Butterfly with Yoko Watanabe. 
Sun: ballet premiere with works 
by Arthur Saint-L6on, NijinskI, 
Bemd Bienert and Jorma Uotinen 
(262 0909) 

CONCERTS 

Tonight, Thurs and Fri in the 
Tonhalle, Claus Peter Flor 
conducts Tonhalle Orchestra in 
works by Schumann and Brahms, 
with piano soloist Rudolf 
Buchbinder (206 3434). Tomorrow 
(repeated on Thurs in Lausanne 
and Fri In Geneva): Esa-Pekka 
Salonen conducts Swedish Radio 
Symphony Orchestra in works 
by Lutoslawski, Mozart and 
BartOk. (261 1600) 


European Cable and 
Satellite Business TV 

(all Umea CET) 

MONDAY TO FARIA Y 

CNN 

2000-2030, 2300-2330 World Busi- 
ness Today - a joint FT/CNN pro- 
duction with Grant Perry and Colin 
Chapman 

Super Channel 

07004)710, 1230-1240. 2230-2340 FT 
Business Daily 

0710-0730, 1240-1300 (Mon. Thurs) 
FT Business Weekly - global 
business report with James Bellini 
0710-0730. 1240-1300 (Wed) FT 
Media Europe 

0710-0730, 1240-1300 (Fri) FT East- 
ern Europe Report 
2240-2248 FT Report 

Sky News 

2030-2100, 2230-2300 FT Business 
Weekly 

SATURDAY 

CAW 

0900-0330, 1900-1930 World Busi- 
ness This Week - a Joint FT/CNN 
production 

Super Channel 

0830-0900 FT Business Weekly 


1730-1800 FT Modla 


Sky News 
1130-1200. 

Europe 

SUNDAY 

CNN 

1030-1100, 1800-1830 World Busi- 
ness This Week 

Super Channel 

1900-1330 FT Business Weekly 
Sky News 

0130-0200. 0530-0800 FT Modla 
Europe 

1330-1400. 2030-2100 FT Business 
Weekly 


•i 
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H ong Kong is daring 
to hope. Concilia- 
tory comments by 
both Chinese offi- 
cials and Governor Chris Pat- 
ten have raised expectations 
that a compromise over the 
colony’s political development 
might be achievable. 

The stock market - the 
most visible indicator of tbe 
colony's mood - in the first 
weeks of the year has recouped 
much of the losses It sustained 
in December, when China 
suggested it might not honour 
business contracts in the col- 
ony that span the transfer of 
sovereignty in 1397. 

Mr Allen Lee. leader of Hong 
Kong’s main conservative 
political grouping, who this 
morning will meet Mr John 
Major, Britain's prime minis- 
ter, says that the atmosphere 
in the colony has improved 
markedly since the beginning 
of the year. In today's talks, he 
will press Mr Major to amend 
Britain's proposals for 
increased democracy in the col- 
ony to make them more accept- 
able to China. 

A more flexible stance by Mr 
Patten is one of the reasons for 
the colony's increased opti- 
mism. While maintaining his 
'’principles" - that arrange- 
ments for the colony's 1994-95 
elections have to be fair, open 
and acceptable to Hong Kong 
- he has indicated a greater 
willingness to consider alterna- 
tives to his plans. Last week he 
even reminded the members of 
the Legislative Council 
(LegCo). the colony's lawmak- 
ing body, that political reforms 
in the colony must be accept- 
able to China. 

Beijing, for its part, has 
restrained its personal attacks 
on Mr Patten. It has also 
adopted a softer tone on politi- 
cal matters. Mr Lu Ping. Bei- 
jing’s most senior official 
involved in Hong Kong affairs, 
has played down reports that 
China would set up a shadow 
government in Hong Kong if 
Mr Patten persisted with his 
proposals. 

But there are also fears that 
what looks like accommoda- 
tion on both sides is simply a 
change in tactics, designed to 
make their respective positions 
more appealing to an increas- 
ingly divided population in 
Hong Kong. 

“What 1 am afraid of is the 
continuation of a stalemate - 
a situation where Mr Patten 
introduces his package, pushes 
it through LegCo. and China 
decides to go its own way," 
says Mr Lee. “We cannot afford 
to live with four years of China 
not co-operating with the UK" 
This view, widely held In the 
colony, is most strongly felt In 


Flexibility 
wins Mends 

Pressure is growing for a 
compromise on Hong Kong, 
writes Simon Holberton 


the business community. Mr 
W illiam Fung, mana gin g direc- 
tor of Li & Fung, a trading 
company, says: “When the 
Basic Law [the mini-constitu- 
tion. published in 1990 by Bei- 
jing, for Hong Kong after It 
reverts to Chinese sovereignty] 
came out. people thought it 
was a broadly acceptable basis 
for Hong Kong's future. Why, 
then, has the governor decided 
to upset the apple cart?" 

Mr Chan Wing Kee, manag- 
ing director of the Yangtzek- 
iang Garment Manufacturing 
Company and chairman of the 
Hong Kong Exporters Associa- 
tion, suggests tbe direction of 
Mr Patten's reforms is mis- 
placed. 

"The 1995 elections are not 
the most important thing be- 
ing us." he says. “What is 
Important is the first chief 
executive [CEO] of tbe Special 
Administrative Region and 
how he will work for Hong 
Kong and China. We still live 
in a place where who is in 
charge is more important than 
the system. If you push China 
into a comer, the CEO may not 
be the best one for Hong 
Kong." 

But the “system" is where 
the fate of Mr Patten's propos- 
als will be decided. LegCo will 
receive the governor's legisla- 
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Governor Chris Patten: his 
plans could be amended 

Mr Allen Lee. or to the demo- 
crats, headed by Mr Martin 
Lee, who support Mr Patten’s 
proposals. 

The independents hope that 
LegCo can produce legislation 
that manages both to preserve 
Mr Patten's democratic intent 
- a broadening of the fran- 
chise - and to go some way 
towards answering China's 
concerns. But achieving both 
will be difficult. 


China has said that its objections to 
Mr Patten’s proposals are less to do 
with democracy than with honouring 
past Sino-British agreements 


tion towards the end of next 
month, and it will then initiate 
the process of legislative 
review by which it is ratified. 
The process promises to be 
protracted. 

"The legislation will be scru- 
tinised clause by clause and 
many amendments will be 
made; it will be messy and 
time consuming." says Mr 
Simon Ip. the legal profession’s 
representative in LegCo. 

Mr Ip is one the increasingly 
influential group of indepen- 
dent LegCo members who do 
not belong either to the main 
conservative group, headed by 


China has always regarded 
Hong Kong's political develop- 
ment as an issue to be settled 
between itself and Britain. Bei- 
jing has been dismissive of 
LegCo, referring to it as only a 
consultative body. 

Moreover, in the current row 
China has said that its objec- 
tions to Mr Patten's proposals 
are less to do with democracy 
than with honouring past Sino- 
British agreements. It charges 
Mr Patten with repudiating a 
1990 understanding between 
tbe UK and China concerning 
the 1995 LegCo polls. 

Mr Patten’s proposals, it 


says, violate the "spirit" of 
past agreements in two ways. 
According to one proposal the 
“election committee”, which 
will appoint 10 of the 60 LegCo 
members in 1995. would consist 
of 250 popularly elected local 
officials, in 1990 Britain gave 
provisional endorsement to a 
body that would have a nar- 
rower franchise. 

His plans for nine new “func- 
tional" constituencies have 
also angered China. Tbe 21 
functional representatives in 
the current t*gCo are drawn 
from and elected by specific 
professional and business 
groups, such as doctors and 
lawyers. Mr Patten's nine addi- 
tional seats would be filled 
from a broader constituency, 
encompassing all workers. 

Many LegCo members hope 
that, if they can amend Mr Pat- 
ten's political reforms along 
the lines of the 1990 ’‘agree- 
ments”, China may acquiesce. 
In particular, support is gather- 
ing among independents to 
preserve the existing system of 
functional constituencies and 
to devise an election commit- 
tee that is more consistent 
with the Basic Law. "We are 
all looking for a way out," says 
Mr Vincent Cheng, Hongkong 
Bank's chief economist and an 
appointed legislator. 

There is also growing sup- 
port for an amendment, first 
suggested by Mr Jimmy | 
McGregor, an independent I 
democrat, to limit electors to , 
voting for one member of 
LegCo. “If we can implement 
one man. one vote, then how 
the new functional constituen- 
cies are drawn up is a second- 
ary issue.” says Mr Cheng. 

He points out that, under the 
current system and the one 
proposed by Mr Patten, a sin- 
gle elector, who has a recog- 
nised profession and is a com- 
pany owner, could have three 
votes: one for his professional 
affiliation, one through his 
membership of the chamber of 
commerce, and one for a geo- 
graphical constituency. 

Such an amendment, which 
would end Mr Patten's plans 
for nine democratically elected 
functional seats, could please 
Beijing. But whether the 
amendments that emerge from 
LegCo’s negotiations can pro- 
vide the basis for a compro- 
mise between Mr Patten and 
China will be clear only after 
the talking stops. 

For now, and not before 
time, local politicians will be 
given a greater say in the pro- 
cess of transition to Chinese 
rule and the political system 
which will follow. Beijing may 
find it harder to reject their 
judgments than those of the 
final British governor. 


A Hotel, Cmar and Sure Sauers. 
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Joe Rogaly 




A 125 gr tin of Sevruga Caviar could be yours when you stay 
two consecutive nights at normal or selected Sure Savers Business 
Rates in a participating ITT Sheraton hotel. 



American Express Cardmembers will be up-graded to the best available rooms. 

• 

Save 5 % to 30% when you book with the Sure Savers Business Rate. 

This option is available from Monday to Thursday. 
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S The idea that 
President-elect 
Bill Clinton 
will escape 
from the 
clutches of for- 
eign policy Is 
piffle. He hopes 
to devote 
nearly all his 
time to US domestic affairs. He 
can forget that. When he deliv- 
ers his inaugural address 
tomorrow, the smoke will be 
rising from bombed-out ruins 
in Baghdad. Americans will be 
twisting arms in Somalia. Bul- 
lets fired in Sarajevo will whis- 
tle around the new president's 
ears. More to the point, the 
remnants of the Soviet empire 
will still be in danger of fur- 
ther collapse into a series of 
local wars. Any of the eastern 
states, including Russia, might 
fall victim to a right-wing 
coup. Their nuclear arsenals 
are still intact The US cannot 
ignore such threats to its 
security. 

Mr Clinton should know. He 
is a “wonk", a swot a vora- 
cious reader. He has studied 
the history of his predecessors. 
Every inaugural speech since 
the conclusion of the 193945 
war has included a promise 
that Uncle Sam will continue 
to act as the world's police- 
man, or at least as a global 
peacemaker. On January 20 
1919, President Truman spoke 
of opposition to a regime that 
adhered to a "false philoso- 
phy' 1 It lasted for 40 years. Mr 
Truman announced the estab- 
lishment of a new defence pact, 
which, three months later, 
became Nato. In January 1953 
General Eisenhower was 
equally clear. “To meet the 
challenge of our time." he said, 
“destiny has laid upon our 
country the responsibility of 
the free world's leadership." 

No one will forget President 
Kennedy’s "pay any price, bear 
any burden" speech of 1961. 
Four years later President 
Johnson vowed that “in con- 


cert with other nations, we 
shall help men defend their 
freedom”. It took President 
Nixon nearly two terms to 
extricate the US from the Viet- 
nam war, a direct consequence 
of the Kennedy-Johnson dicta. 
In spite of that experience. 
President Carter devoted part 
of his dovish address of Janu- 
ary 1977 to a message “to_you, 
citizens of the world”. It 
included an undertaking that 
“the United States will meet its 
obligation to help create a sta- 
ble, just and peaceful world 
order". 

Mr Carter was unlucky. Iran 
held US citizens hostage until 
the day after he stepped down. 
In 1981 President Reagan’s first 
speech was focused on the 
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In Mr Clinton's 
address, we need 
to see evidence 


war. He does not. however, 
leave office with a new order 
in place. In Iraq, the day of the 
dictator is demonstrably not 
over. 

Mr Bush's problem - our 
problem - is that no convinc- 
ing mechanism for a global for- 
eign policy or its regional con- 
stituent parts exists. Mr 
Clinton has acknowledged this. 
“We cannot go four more years 
without a plan to lead the 
world,” he says in Putting Peo- 
ple First, the book of his cam- 
paign. In a sentence that could 
easily fit into tomorrow's 
address he adds: "The defence 
of freedom and the promotion 
of democracy around the world 
not only reflect our deepest 
values; they serve our national 

- — - interest." He 

.. . » does not actu- 

Unton S a jiy have a 

tve need plan, but pro- 
- poses to ap- 

riaeilCc point a team to 


warned. “We that he has begUXl construct one. 

rSrfiSS? to define a new ^ fiJfi! 
strength to pre- national security believe that the 

vail if need be. < to build On anti-Vietnam 

knowing that if P°“Cy lODUUQira generation, 
we do so we the Victory OI Of which Mr 
have the best freedom in the iLfiS 

chance of not . . , most celebrated 

having to use COid War product, may 

that strength." dissociate the 


He has since 
boasted that that sentiment 
won him the cold war. He 
could be right. 

His successor was not so for- 
tunate. After his inauguration 
on January 20 1989. when he 
predicted that “the day of the 
dictator is over". President 
Bush was caught na p pin g by 
the falls of both Mr Gorbachev 
and the Communist party of 
the Soviet Union. He tried to 
construct a post-cold war pol- 
icy, around the notion of a 
“new world order”. Actions 
were to be legitimised by the 
United Nations and supported 
by American power. He did 
well in assembling tbe coali- 
tion that won the first Gulf 


n in Clinton is the 

1 m . me “ost celebrated 
WET product, may 

dissociate the 
world's most 
powerful republic from its pre- 
vious international concerns. 

The issue is not isolationism. 
That narrow sentiment is 
stronger now that the Soviet 
threat has disappeared. It will 
thrive while so many domestic 
problems are pressing. It flour- 
ishes in recession. But it can- 
not prevail. The world will not 
allow it to do so. What Mr Clin- 
ton needs is a structure that 
can guide the conduct of US 
relations with other states. 
Foreign ministries knew where 
they stood when there were 
two superpowers and a third 
world. Nobody knows quite 
what to think now that those 
neat divisions have faded. 
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Pay plight of 
young people 

From Mr Sam Johnston. 

Sir, Your article on the pay 
falls experienced by under 21- 
y ear-olds, when compared with 
older workers (“Under 21s slip 
behind in pay", January 14) 
highlights a big issue - and 
the fact that there has been 
“no evidence of systematic 
falls" since young people were 
removed from wages council 
protection should not be used 
to detract from its significance. 

Young people are in an 
increasingly precarious posi- 
tion. In addition to low pay we 
have seen in recent years the 
removal of income support 
from 16-17-year-olds, introduc- 
tion of student loans, decline of 
the Youth Service, continual 
changes in education and more 
generally rising homelessness 
and unemployment 

Young people are the future 
of the country and we ignore 
their plight at our peril. 

Sam Johnston, 
acting national secretary, 
National Council of YMCAs, , 

640 Forest Road. 

London El7 3DZ I 


Regulatory review must not tie 
independent financial advisers 


FromblrGHEHUL 

Sir, You are right in your 
leading article, to call for the 
alternatives to the Personal 
Investment Authority to be 
spelt out (“City regulation", 
January 14). Hie members of 
the existing self-regulatory 
organisations (SROs) will 
decide whether the PIA comes 
Into existence. They need to 
know the implications of their 
decisions before they vote and 
they should be aware of 
planned changes within which 
SROs will operate. 

However, your suggestions 
that Fimbra. the regulator for 


financial intermediaries, could 
be absorbed within a strength- 
ened Lautro, the regulator for 
unit trust and life companies, 
and that independent financial 
advisers would have to become 
tied agents, except where they 
could obtain authorisation 
through professional bodies, is 
misguided. While examples of 
poor advice being given have 
come to light (incidentally, 
largely from tied agents), these 
have affected a small minority 
of the recipients of advice. 

A far more pernicious conse- 
quence of the Financial Ser- 
vices Act has been the contrac- 


tion to the availability of inde- 
pendent advice. However tough 
the regulatory environment, 
“tied advice” will not be a uni- 
versally adequate substitute 
for independent advice. It is, 
therefore, important that the 
current review of SROs does 
not force independent financial 
advisers into the tied agency 
sector. 

G H E Hill, 
managing director. 

National Mutual Life 
Assurance, 

The Priory, 

Hitchin, 

Herts SG52DW 


Efficiency greater in the parts than the whole 


From Prof Leon Hollerman. 

Sir. In his column (Economic 
Viewpoint, January 14) Samuel 
Brittan states “The US still 
produces much more per head 
than its main competitors, 
including Japan . . ." 

This is true only if you com- 
pare tbe Japanese economy as 


a whole with the US economy 
as a whole. Sector by sector, 
you get quite different results. 
Compare, for example, tbe -effi- 
ciency of Japanese agriculture 
with that of the US. In manu- 
facturing, however, which is 
what Samuel Brittan was writ- 
ing about, Japan's efficiency is 


greater than that of the»US. 
Leon Hollerman, 
professor of economics, 

Peter F Drucker Graduate Man- 
agement Center. 

Claremont Graduate School, 
4252 Via Padova, 

Claremont, 

California 91711, US 


Abolition of ACT would be to throw out baby with bathwater 


From J C Barnsley. 

Sir, Your articles (“Govern- 
ment urged to look at ACT 
issue" and UK company news, 
January 12) on the problems 
that advance corporation tax is 
causing for many UK-based 
companies made some telling 
points, but might have given a 
somewhat misleading impres- 
sion of the ACT system. It does 
have good points: 

• When a company accounts 
for ACT, on paying a dividend, 
it also gives its shareholders 
an equal tax credit to set 
against their own personal UK 
tax liabilities. The ACT that 


can be set against the compa- 
ny’s corporation tax bill is not 
a long-term cost to the com- 
pany. Only ACT that cannot be 
used in this way (surplus ACT) 
is a real cost to tbe company, 
and even then the creation of 
that surplus ACT will have 
provided an equivalent eco- 
nomic benefit for its sharehold- 
ers. 

• The tendency of the ACT 
system to encourage profitable 
investment in the UK rather 
than overseas might be seen as 
helpful with the UK in reces- 
sion and 3m unemployed. 

So while the system clearly 


has flaws, any call for its aboli- 
tion would be throwing the 
baby out with the bathwater. 
The preferable approach, 
which the 100 Group is taking, 
is to suggest constructive 
changes to relieve the worst of 
the current problems. 

The most obvious and emi- 
nently simple Improvement is 
to get rid of the antiquated 
rule restricting the amount of 
ACT paid that can be set 
against corporation tax due. 
Allowing pound for pound set- 
off would improve utilisation 
at relatively low cost 

ACT is an important tax. 


Flaws in its operation have 
been swept under the carpet 
for far too long. By some posi- 
tive indication in the bud get , 
such as abolishing the limita- 
tion on setting ACT against 
corporation tax, the chancellor 
would show that he recognises, 
this and is seriously consider- 
ing ways to improve the sys- 
tem without losing unaccept- 
able amounts of tax. 

J C Barnsley, 
director of tax services. 

Price Waterhouse, 

Southwark Towers. 

32 London Bridge Street, 

London SEl 9SY 


No climb down by Prince Sihanouk over Cambodia development 

Prrtm fr f. Ri-n/tm I trirlon i. j.t . 1 . . . ... ■ * 


From K LBindra. 

Sir, The heading of the news 
item “Sihanouk climbs down" 
(January 11) is used in a derog- 
atory manner, which means 
“he withdrew attention from a 
previously held position by 
admitting that he was wrong". 
This is not only Inaccurate, but 
there is also absolutely no 
basis for such a conclusion. 

The facts are that, under sec- 
tion m. article 6. of tbe Paris 
Peace Agreement, the UN 
Transitional Authority in Cam- 
bodia (Untac) had to take 
direct control of the ministries 
of foreign affairs, defence, pub- 
lic security, finance and infor- 
mation, as well as other admin- 
istrative agencies, bodies and 
offices, which could directly 
influence the outcome of the 
elections. Besides, all the civil 
police were to operate under 
Untac's direct control or super- 


vision in order to ensure that 
law and order are maintained 
effectively and impartially, and 
that human rights and funda- 
mental freedoms are fully pro- 
tected. Unfortunately Untac 
foiled to implement it properly, 
with the result that the Viet- 
namese installed a communist 
regime in Phnom-Penh (though 
less brutal than the Khmer 
Rouge, it has always sup- 
pressed dissent; its human 
rights record has been critic- 
ised by Amnesty and Asia 
Watch), which has been attack- 
ing and intimidating both the 
non-communist factions, so 
that they should not carry on 
their electioneering campaigns 
outside Phnom-Penh. 

Prince Norodom Sihanouk 
had denounced the Phnom- 
Penh faction for a series of 
bombing and other attacks on 
both the non-communist par- 


ties, and also Untac for not 
controlling the violence (as it 
had not taken foil direct con- 
trol of the administration}. The 
prince had warned on Decem- 
ber 14 1992 that, unless both 
acted vigorously “against the 
poisoning of public atmo- 
sphere . . . and such injustice 
and political terrorism", he 
would stop cooperating with 
them. As the intimidation and 
killing or non-communist func- 
tionaries increased in the next 
fortnight, he had no option but 
to stop cooperating with them. 

It had the desired effect. Mr 
Akashi (Untac chief) asked 
Untac to take full control of 
the situation, to create a neu- 
tral political environment He 
called on Prince Sihanouk in 
Beijing on January 8, and 
explained to him the action he 
had taken. He further assured 
the prince that both the non- 


communist fronts will no lon- 
ger be intimidated in future, 
and wUl be properly protected 
from attacks by the Phnom 
Penh faction. 

The prince accepted the 
assurance, and agreed to 
cooperate. Though he is ill, he 
even agreed to preside over a 
meeting of the supreme 
national council of Cambodia 
to Beijing, at the end of toe 
month, to solve some urgent 
problems. 

. As such, by no stretch of the 
imagination is this a “ clim b 
down". Instead of compliment- 
ing Prince Sihanouk for 
achievements, he is sneered at. 
This reminds me: “East is East, 
and West is West, and never 
the twain shall meet" 

K L Bindra. • • 

ts Elmstead Avenue. 

Wembley, 

Middlesex 


What we outsiders wifi look 
for in tomorrow's inaugural 
address is more than a mere 
ritual affirmation of America's 
acceptance of its global reach. 
We need to see evidence that 
Mr Clinton meant what be said 
when he wrote last year "We 
must define a new national 
security policy to build on the 
victory of freedom dn the odd 
war." If he cannot find a single 
theme, a grouping of poHefes 
for specific areas wfll da 
For example, tbe bombing 
has not yet destroyed Mr Sad- 
dam. It can only defeat or con- 
tain Iraq as part of a regional 
strategy that has beat cleaiiy 
thought through. There are 
many questions for the policy - 
wonk. Does Washington see a 
long-term threat in a resurgent 
Iran? Is there to be a pause to 
the Middle East peace negotia- 
tions, now that a president 
beholden to the Israeli lobby 
has been elected? Is Syria to be 
trusted? Again, incremental 
yet Ineffectual measures to for- 
mer Yugoslavia have not yet 
brought peace. The Vance- 
Owen plan is ingenious, but 
lasting stability can only be 
guaranteed when we have a 
European- American alliance 
that is willing and able to 
defend the principle that bor- 
ders are not to be changed by 
force. As to Russia, tbe mainte- 
nance of a democratic, pro- 
market government in office is 
of at least as much importance 
to the US as any stogie domes- 
tic programme. 

■Yet Washington can no lon- 
ger be relied on to support 
global policies on its own. It 
demands participating allies. 
This is reasonable. I offer these 
phrases to the Clinton inaugu- 
ral address: “We shall pay part 
of any price, share any burden, 
meet a fair percentage of any 
hardship ... in order to assure 
the survival and success of lib- 
erty." The new president will 
have to pin something like that 
on his wall. There is no serious 
alternative. 







ft an 


JNANCIAT. TIMES JAN UABV ,„ , M3 

financial times 

T+m o ridge ’ L ° b *« SE1 9HL 

L 071-873 3000 Tel «: 922186 Fax: 071-407 5700 

Tuesday Janu ary 19 1993 

The carrot and 
the stick 
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5 *ran«i L^nnH and measured, ad hoc military strikes 

trance respond with shows of mil- are sufficient to cDnSirT^ 
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TOT™*««r?ii- w , , “ass destruction) and to his own 

What the allies lack at present citizens. The problem with this 

uS. ticaI strategy to of reasoning is that it con- 
match their military muscle. This demns the allies to a pace and 

raav° W *Si 0ut °? e ttey of action determined by 

Hnn C °r nd ^? l ? ed t0 further the level of provocation offered by 
5£ht£? ** °wn "?*“■ Saddam - This is doubly true at a 
^ a senaus ^ when the leadership of the 
“P JS* dataB * western world is in taLiticm 

it is not that a specific rationale Saddam is watching intently for 
n»i W j^H^ e S5. ^ e - we ?t’ s iodivid- any sign of diminished resolve on 
, a “ on ?- 1? 16 mr raids on anti- the part of the incoming us presi- 
aircraft missile systems last week dent; the logic of force almost 
and yesterday are politically justi- demands that he step up the pace, 
fiable in that they are designed to 
remove threats to the implementa- „ 
tion of the no-fly zones Imposed Searching reappraisal 
over the north and south of the Mr BUI Clinton wiU have to con- 
counfcry In defence of Iraq’s Kurd- duct a searching reappraisal of us 
Bh and Shia Moslem populations. Gulf policy. First, he has no alter- 
Sunday's cruise missile attack on native to mntfnning to seek full 
a nuclear component plant in the Iraqi compliance with the Gulf 
outskirts of Baghdad was defensi- ceasefire. Second, he must build 
ble as an appropriate response to on the gristing effort to protect 
Saddam’s persistent refusal to the Kurds and Shlas, whose 
give UN inspection teams uncondi- repression is acknowledged as 
tinnal access to military facilities, another source of regional insta- 
But as the attacks, and Sad- bility, by warning Saddam that 
dam's "cheat and retreat” tactics, western air power will be used 
continue, it must be asked: what, against attempts to interfere with 
overall, is the west trying to international relief supplies, 
achieve? And in what way do its Third, he should muster a broader 
actions, taken as a whole, bring international force to defend 
that goal closer? Kuwait’s borders, which remain 

alarmingly vulnerable to Iraqi 
r » i incursions. 

Far from clear Fourth, and most important, he 

If the answer to the first ques- should attempt to elaborate a 
tion is Saddam's removal from political strategy aimed not at 
power, it is far from dear from directly toppling the Iraqi leader 
official statements in Washington, but at encouraging Iraqis to do so. 
London and Paris. The emphasis. Alongside the stick of military 
rather, is on the more limited action, he should hold out the car- 
tasks of enforcing the terms of the rot of US co-operation provided 
Gulf war ceasefire and helping to Iraq adopts a regime that respects 
protect Iraqi citizens from their the win of the international corn- 
leader’s worst excesses. munity and the dignity and 

This obfuscation is understand- well-being of its own n tiTPtw in 
able. It would be hard to imaging plan* of the unmitigated despair 
a strategy aiming explicitly at the ‘ Iraqis are experiencing today, he 
toppling of Saddam securing a should offer the conditional hope 
consensus in the UN Security of a lifting of sanctions. By clearly 
Council, any more than such an enunciating such a prospect, he 
objective was a formal aim of the may just make it 
broad-based coalition that fought possible. - 

How to target 
inflation 


JUDGED BY what the chancellor 
said over the weekend, lower 
interest rates are not to be expec- 
ted in the near future. The justifi- 
cation for such caution at a time 
of the barest whispers of recovery 
was the need to keep underlying 
retail price inflation within the 
target range of 1-4 per cent estab- 
lished after sterling's exit from the 
exchange rate mechanism. Is this 
either the right goal or the best 
indicator for policy? 

The case for making control 
over Inflatio n the principal aim of 
monetary policy remains strong. 
This is not just because low infla- 
tion is desirable in itself. It is at 
least as much because of the costs 
of instability. Attempts to lower 
Inflation may create irreversible 
economic damage. For this reason, 
monetary policy must try to keep 
inflation as stable as possible, 
rather than 1 permit the wild 
swings characteristic of the Brit- 
ish stop-go cycle. 

The problem is not with the ulti- 
mate aim., but rather with how its 
achievement is measured. Over- 
due reliance on the annual change 
in the RPI suffers from several 
drawbacks. First, it shines its 
spotlight on what may turn out to 
be irrelevant economic history, 
although the effects of current 
monetary policy on future infla- 
tion ought to be the main concern- 
Second, pursuit of a target for the 
RPI is likely to prove economically 
destabilising, following devalua- 
tion. Third, a target for the RPI 
doe not provide wage bargainers 
with a reference point as dear as 
the exchange rate. 

Worrying expectations 

What should matter to mone- 
tary policy is not past i n f lati on, 
but expectations for the future. As 
it happens, these expectations are 
worrying. The Treasury pointed 
out in last week’s Monthly Mone- 
tary Report that the gap between 
returns on conventional and 
foA«i; . n»irpri gilts is not only 5 pe r ; 
cunts g o points at the long end, but 
is also 02 percentage points up on 
the previous month. Investors 
doubt the government’s integrity, 

a fact that helps to justify the 
chancellor’s caution. 

The RPI will also be affected oy 
the devaluation, now 10 per cem 
since just before September lb. 
Many seem horrified that devalua- 
tion may be passed through mto 
prices. They should not be. a 


devaluation was needed to 
increase the Incentive to produce 
tradable goods and services. It 
does so by raising their relative 
prices. But the most important rel- 
ative price is that for labour, 
which must foil if a devaluation is 
to work. 

Blip in inflation 

If the government responds to 
the needed blip in inflation follow- 
ing devaluation by tightening 
monetary policy further, it will 
destabilise the real economy. 
What monetary policy must avoid 
is a rise in earnings in response to 
the higher retail prices. Particu- 
larly in the aftermath of devalua- 
tion, the relevant indicators of 
inflation are pay and ea rn i n gs, not 
the RPL 

Pay and gaming s should In fact 
be a permanent target The gov- 
ernment - or, better still, an inde- 
pendent Bank of England - 
should take a leaf out of the Bund- 
esbank’s book, by stressing the 
link between its monetary policy 
and pay trends. In so doing, it 
would be targeting not merely one 
of many indicators of underlying 
Inflation, but its principal determi- 
nant It would also avoid policies 
that bring about largely cosmetic 
improvements in underlying infla- 
tion by squeezing profits. Above 
«n, it would give pay-bargainers a 
clear reference point, something 
lost when sterling was devalued. 

As it happens, the evidence on 
pay and earnings, like that on 
inflationary expectations, under- 
lines the case for caution. An 
appropriate target for the annu a l 
increase in earnings might be 2-5 
per i*pnt. While pay settlements 
may be «»™g below 4 per cent, 
pa rsings were last reported to be 
rising at an underlying a nnual 
rate of 5'A per cent Even though 
the rate has been declining in 
recent months, it is still not 
securely within the desired range. 

The chancellor is right to be 
cautious, th o ugh somewhat tower 
interest rates may soon be Justi- 
fied. But he is not so obviously 
right in how he is targeting infla- 
tion. The country needs a clear 
Unit between changes in monetary 
policy and in pay. the principal 
determinant of underlying infla- 
tion. The RPI is not a sensible 
indicator, particularly after a 
devaluation. The cba , nc , e i 1 °f 
should carry on fighting, but first 
he must choose the right targets. 


I nternational Business 

Machines, the world's largest 
computer manufacturer and a 
symbol of US technological 
prowess, is today expected to 
report the biggest annual loss in US 
corporate history. 

Wall Street is forecasting total 
tosses for 1992 to be about $4.7bn, 
after taking into account pre-tax 
charges of $I1.4bn to pay for con- 
tinuing cuts in the company’s work- 
force and the consolidation of man- 
ufacturing operations. 

It will be the second consecutive 
year that “Big Blue” has reported a 
toss and the US finanrin) commu- 
nity has delivered a Hamninp ver- 
dict on the company's perfo rmance 
IBM’s stock was yesterday trading 
at below 550 a share, down from 
over $100 as recently as July. Last 
week, the company’s AAA credit 
rating was downgraded to AA 
minus by Standard & Poor’s. 

Today’s results will add to the 
gloom surrounding IBM. But of 
even greater significance to inves- 
tors in the company, its customers 
and its rivals and allies in the inter- 
national information technology 
industry will be the company’s fete 
over the next five years or so. Can 
IBM survive as the leading com- 
pany in the world’s information 
technology industry or is It doomed 
to a protracted decline? 

Until recently, such a question 
would have seemed unthinkable. 
Few companies have had such 
power to set standards, influence 
trends and exert leadership in an 
industry as IBM has for the past 30 
years. Now only one thing is cer- 
tain. The company must change 
radically if it is to regain its 
strength and profitability. The cor- 
porate structure on which IBM was 
built is increasingly obsolete. The 
markets it has dominated have been 
reshaped by advances in semicon- 
ductor technology that have 
reduced sharply the cost of comput- 
ers and the gross profit margins of 
computer manufacturers. 

This trend has been under way 
for several years, but as IBM’s 
chairman J ohn Akers told US ana- 
lysts before the turn of the year, the 
rate of change is accelerating: 
“Advances in technology are plac- 
ing more function, more power ami 
more memory in ever-smaller semi- 
conductor chips, while proprietary 
technologies are declining in value 
as industry-standard building 
blocks become the norm.” 

Many computing tasks that once 
ran on mainframe computers - the 
large centralised systems which 
have traditionally been IBM’s main 
product - can now be carried out 
on networks of smaller, less expen- 
sive machines. This has played to 
the strengths of a new generation of 
Silicon Valley competitors which 
have tower costs and more flexible 
production and which have 
responded more quickly to chang - 
ing marke t demands. This is the 

primary cause of the current down- 
turn at IBM. It has been exacer- 
bated by weak global economic con- 
ditions which have depressed 
demand for its products. 

Faced with a choice between a 
multi-million dollar investment in 
an IBM mainframe ami less expen- 
sive computer networks, informa- 
tion systems managers within com- 
panies are increasingly choosing 
the latter option. 

“Today, information systems 
managers are afraid to expose them- 
selves within an organisation by 
paying the high price of IBM main- 
frame computer power," says Mr 
John Jones Jr, an analyst at Salo- 
mon Brothers In San Francisco. His 
comment is a startling revision of 
the old adage that nobody was ever 
fired for buying IBM. 

Mr Jones estimates that IBM’s 
mainframe revenues declined by 
almost 15 per cent last year to 
S9-3bn from $I03bn in 1991. Sales of 
related products - such as data 
storage systems and printers as well 
as software and services which, 
combined, represent about one-third 
of turnover - have also suffered. 

IBM was built to sell mainframes. 

It has the structure, the sales and 
support operations, the manufactur- 
ing and research and development 
goals, and the high overheads of a 
mainfr ame computer company. Yet 
mainfram es seem unlikely to pro- 


Routinely 
royal rumpus 

■ If the more nervous members 
of Britain’s embattled royal fa mil y 
think that the whole world is 
a gin ’ gm, they might take comfort 
from the current royal rumpus in 
Malaysia. 

Threatened with being stripped 
of some of their favourite privileges 
- such as a routine right to legal 
immunity - the country's n i n e 
sultans have not been getting a 
good press lately. 

The local media, which tends 
to toe the government line, has 
been regaling the public with all 
sorts of alleged royal misdeeds, 
rang in g from tales of lavish parties, 
and prodigious gambling, to 
overspending on imported luxury 
lining and air-conditioned stables 
for their finest polo ponies. Indeed, 
one golf-mad sultan is alleged to 
have assaulted, and kil led, his 
caddie in a fit of rage. 

However, Malaysians have been 
getting most upset by the latest 
revelation of the sultans’ high 
living - a £7m boondoggle paid 
for out of the public purse. 

Its purpose? To decide on the 
location for a royal viewing of the 
moon - apparently something of 
a favourite pas tim e among the 
sultans. 

It’s alleged that the sultans used 
the meeting to get up to other less 
than courtly pranks - like locking 
a senior government official in a 


A separation 
of powers 

IBM is reducing its reliance on mainframe computers 
and creating autonomous business units in an attempt 
to reverse its decline, say Louise Kehoe and Alan Cane 

IBM: A big case of the blues 
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vide IBM with significant opportu- 
nities for growth. 

IBM's dile mma is vividly illus- 
trated by an analysis of the compa- 
ny’s biggest market, Europe, carried 
out by OTR Pedder, a Brussels con- 
sultancy. It shows (see chart) that 
in 1974, when IBM was enjoying its 
greatest success, mainframes com- 
prised almost 80 per cent of the 
hardware market by value. Today, 
the corresponding figure is only 20 
per cent From nothing in 1976, per- 
sonal computers and workstations 
have grown to more than 60 per 
cent of the market by value. 

The challenge facing IBM, there- 
fore, is to make a transition from a 
company heavily dependent on 
hi gh-marg in mainfram e sales to a 
s malle r, more flexible organisation 
with a stronger presence in faster- 

EBM was built to sell 
mainframes. Yet 
mainframes are 
unlikely to provide 
fresh opportunities 
for growth 

growing areas of the computer mar- 
ket such as personal computers, 
workstations, networking systems, 
consumer products and computing 
services. 

IBM has already taken steps to 
reduce costs. It has shed about 
100,000 employees and reduced man- 
ufacturing capacity by 40 per cent 
since 1966. A further 25,000 jobs, or 
8 per cent of the workforce, will go 
this year. Research and develop- 
ment spending, the seed corn of suc- 
cess in the computer business, will 
be cut from $9bn to $Sbn this year. 

These measures have made an 
impact. Revenue per employee, a 
measure of efficiency, is now 
$213,000, more than its competitors 
Digital Equipment and Hewlett 
Packard. 

But most industry analysts 
believe further reorganisation is 
necessary. Mr Mark Stahlman, 
author of a soon-to-be published 


kennel and roundly abusing several 
others. 

Now that’s Observer's kind of 
dirty tricks. 


Propped-up 

■ As Michael Heseltine prepares 
bis White Paper to save the coal 
industry, the question arises of 
what to name the coal levy which 
is bound to feature in his plans. 
The electricity analysts at Robert 
Fleming Securities are proposing 
Coal Energy Central Intervention 
Levy, or CECIL, summoning the 
ghost of Lord Parkinson, the 
erstwhile energy se creta ry. 

Observer prefers PITS fra: Pour 
In The Subsidies. 


Cheesed off 

■ It has tong been an adman's 
axiom that if you can't find 
anything interesting to say about 
a client's product, mount a teaser 
campaign. 

Even so, the latest efforts by 
Coca-Cola and Lowe Howard Bell, 
its British advertising agency, to 
drum op free publicity betray signs 
of unusual desperation. Summoned 
yesterday to a “major mystery 
announcement" at St Martin's 
Theatre in London, home of the 
long-running whodunnit “The 
Mousetrap", hacks were treated 
to a tedious presentation by a top 
Coke executive which included 
a man dressed as Kaiser Bill and 


study Why IBM Failed, remains crit- 
ical: “For all its restructurings over 
the last few years, IBM has consis- 
tently chosen to nibble the bullet 
instead of bite it” 

The company may now be ready 
to cut deep into previously sacro- 
sanct territory. Mr Akers' pre- 
Christinas announcement rha* most 
of the 25,000 jobs to go this year will 
be in sectors supporting the main- 
frame business was regarded as a 
watershed by many within IBM. 

The cornerstone of Mr Akers’ 
strategy, however, launched at the 
end of 1991, is to decentralise man- 
agement and turn IBM from a 
monolith into a “federation of 
increasingly autonomous and inde- 
pendent business units” that are 
more flexible and able to compete 
more effectively in their own seg- 
ments of the computer market 

Known as the “Baby Blues”, the 
first of these fledglings have been 
the IBM PC Company, formed last 
September to take over all the com- 
pany’s personal computer 
operations; Adstar, formerly IBM’s 
data storage division; and Pennant 
Systems, IBM’s high-speed printer 
operation. So far. the results seem 
promising. Last November the IBM 
PC Company achieved the highest 
monthly volume of PC shipments in 
IBM’s history. It earned revenues of 
about $9bn in 1992 - making it the 
world's largest personal computer 
company - and is expected to be 
profitable this year. 

Adstar, the data storage business, 
has established itself as an impor- 
tant supplier in the industry. It is 
the leader in the rapidly growing 
market for high capacity 3£-inch 
disc drives, which store computer 
data, and achieved an estimated 
$800m in sales to outside customers 
in 1992. Pennant Systems, with rev- 
enues of $2bn, is expected to show a 
small profit for last year. 

There are criticisms, however, 
that IBM is not moving fast enough 
to give autonomy to other segments 
of the business. Mr Stahlman main- 
tains, for example, that In workstat- 
ions (high performance desktop 
computers) - the fastest growing 
segment of the computer hardware 


Observer 



If we held a war and no one turned 
up, we’d use cruise missiles 
instead’ 

a small inflatable zeppelin . 

These, it finally turned out, were 
the improbable themes of a UK 
comme rcial for Tab Clear, a new 
colourless diet cola. No figures were 
available for sales targets, the ad 
budget or even Coca-Cola's UK sales 
last year. 

But as it happens, the same 
product was announced a month 
ago in the US, where Tab’s 
once-commanding share of the diet 
cola market has shrunk to less than 
one per cent, and followed the 
launch of a similar soft drink by 
arch-rival Pepsi. 

Even as self-important a company 
as Coke should realise that if a 


business - IBM's product develop- 
ment and manufacturing operation 
is hampered by an inability to cre- 
ate its own strategic relationships 
in a highly competitive market. 

Increased autonomy for IBM's 
operations is of particular impor- 
tance in the service sector, an area 
that represents one of the compa- 
ny’s best opportunities to return to 
profitability. 

Sales of computing services - 
including consulting work, soft- 
ware, project and facilities manage- 
ment, and systems integration - 
are growing at about 25 per cent a 
year compared with less than 5 per 
cent for hardware. 

IBM is expanding its services 
operations, establishing new busi- 
ness units worldwide and pricing its 
services aggressively to attract busi- 


f For all its recent 
restructuring, the 
company has 
consistently chosen 
to nibble the bullet 
instead of bite it* 


ness. Already, more than 40 per 
cent of IBM’s revenues come from 
software and services: “In four or 
five years, IBM may no longer be a 
dominant force in hardware prod- 
ucts but it will be a computer ser- 
vices powerhouse,” says Mr John 
Logan, vice-president of the Aber- 
deen Group, a Boston consulting 
and market research group. 

IBM's ambitious in computing 
services have produced a hostile 
response from competitors. Mr 
Keith Burgess, managing partner 
for Andersen Consulting in the UK 
says: “I find it a desperately cynical 
suggestion that any hardware man- 
ufacturer or software house can 
enter the upper echelons of the con- 
sulting business just like 
that . . . .The Skills Of the lina man - 
ager are not the skills to effect the 
step changes in performance that 
are the hallmark of the effective 
consultant.” 


secret is really worth revealing, 
it will be faxed around the world 
in a matter of hours. If it wants 
to attract media attention, it had 
better Invent a better mousetrap 
next time. 


Bankbyting 

■ One of the big unknowns of early 
1993 is how Barclays Bank will 
address the continuing institutional 
pressure to split the role of 
chairman and chief executive. 

There is even talk of Barclays 
looking as far afield as the US for 
a new ceo. 

In the meantime one man to 
watch is 45-year-old information 
technology supremo Joseph De 
Feo, who has only been with the 
bank for three years. Big hanks 
have to get their operating costs 
down if they are to survive, and 
De Feo is the man in the faot seat 
at Barclays. 

He has a lot in common with 
Gene Lockhart, Midland's 
ex-technical wlzz. Both are 
straight-talking Americans who 
have made their reputations on 
Wall Street rather than in UK 
branch banking. Pride of place in 
De Feo's office goes to a huge 
Louisville Slugger baseball bat and 
he Is not afraid to describe Barclays 
property lending binge as “dumb". 

Unlike Lockhart, who was 
promoted to the Midland board 
within a year of joining, De Feo 
has not yet made it into Barclays' 
inner sanctum. He's also said to 


Impartiality in recommending 
equipment Is another potential 
problem. In the US, IBM has formed 
a subsidiary. Integrated Systems 
Solutions Company (ISSC), to create 
a buffer between its sales and con- 
sulting operations. 

Since ISSC was formed in May. 
1991, it has won some impressive 
contracts including a 10-year, $3bn 
deal to manage McDonnell Doug- 
las's IT operations. 

Beyond restructuring its 
operations to address existing mar- 
kets more effectively and shifting 
resources into the service sector, 
IBM is pursuing new business 
opportunities: 

• It is beginning to focus on con- 
sumer electronics where the conver- 
gence of computer, communications 
and consumer electronics technolo- 
gies is widely expected to create the 
next “blockbuster” electronics prod- 
uct Mr David Robinson, president 
of the consultancy CSC index points 
to the potential of a device s mall 
enough to fit the pocket, cheap 
enough for the mass consumer mar- 
ket and powerful enough to trans- 
mit voice, data and images over 
communications networks. 

IBM demonstrated a prototype of 
such a device at the Consumer Elec- 
tronics Show in Las Vegas earlier 
this month. The 16-ounce “personal 
communicator” combines PC power, 
and electronic mail with cellular 
telephone and fax capability. 

“Whether or not this technology 
becomes an actual product is not 
really the issue.” says Jack Kuehler, 
IBM president. “The device is only 
the ‘razor*. Our intent - and our 
core business - is to provide the 
■blades’ of on-line services, commu- 
nications. visual content and infor- 
mation entry.” 

• Technology alliances are another 
element of IBM’s recovery strategy. 
Among the most significant is its 
partnership with Apple Computer. 
In a joint venture called Taligent 
the two companies are developing 
personal computer software that 
analysts believe may challenge 
Microsoft’s dominance of the PC 
software market “IBM handed the 
PC industry to Microsoft on a silver 
platter when it adopted Microsoft's 
DOS operating system in 1981. Now 
it is fighting to regain control” says 
Mr Jones of Salomon Brothers. 

• IBM is also expanding it sales of 
technology and components to 
other companies in the industry. In 
particular, its semiconductor divi- 
sion is seeking external sales rather 
than producing chips solely for 
internal consumption as it has done 
until recently. As the world's larg- 
est semiconductor manufacturer it 
has the resources and the technol- 
ogy to become a significant compet- 
itor in this market 

Implementation of these strate- 
gies implies the emergence of a dif- 
ferent corporate structure. But few 
within the company or the industry 
see an alternative to Mr Akers' 
plans. Most also agree that success 
will depend to a large extent on the 
degree of autonomy afforded the 
new businesses and operations. 

“IBM’s willingness to let go of the 
reins and allow subsidiary busi- 
nesses to develop according to their 
own interna] logic Is still the great 
question facing the company," write 
Mr Charles Ferguson and Mr 
Charles Morris, authors of Com- 
puter Wars: How the West Can Win 
in a Post-IBM World, to be pub- 
lished next month. They blame 
IBM’s problems on Its tendency to 
impose “mainframe style manage- 
ment" on businesses where it is 
inappropriate. 

Recovery will also require 
patience. “IBM is like an aircraft 
carrier that takes five or 10 miles to 
turn around in an age of speed- 
boats,” says Regis McKenna, a 
respected computer industry con- 
sultant and author of Who’s Afraid 
of Big Blue, an account of the suc- 
cess of Silicon Valley companies in 
their contest with IBM. "Companies 
such as Sun Microsystems and 
Apple Computer grew up in a com- 
petitive environment. IBM grew up 
in the 1950s, when it could control 
the market environment, " he says. 

“Now it has to learn to become 
interdependent with the market It 
will take a long time, at least five 
years, to turn IBM around," Mr 
McKenna predicts. 


earn rather less than the £725,844 
Lockhart commanded at the peak 
of his popularity. 

However, in much the same way 
that Lockhart’s future was tied 
closely to that of his boss, Sir Kit 
McMahon, De Feo’s high flying 
career also depends on the star 
of current Barclays' chairman 
Andrew Buxton remaining in the 
ascendancy. 


Blinkered 

■ The audience at the conference 
in London yesterday on how to 
compete for £1.5bn of government 
services received the usual bulky 
pack containing the main speeches, 
names of participants and 
arrangements for the day. 
Participants hoping to learn more 
from William Waldegrave's speech 
on “The government's vision", 
however, were surprised to find 
only a blank page. 

Prime minister John Major is 
known to be worried about his lack 
oS the “viston-thing”, but that’s 
ridiculous. 


Shrinks' links? 

■ Can there be a connection 
between the first three topics 
scheduled for learned discussion 
at the British Psychological 
Society’s conference in April? 

They are Male sexuality, Memory, 
and MPs’ workload, stress and 

famil y life. 
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Funds to help lira’s return to ERM ‘as soon as possible 7 , say officials 

EC approves Italian loan deal 


By Lionel Barber in Brussels 

AN EcuSbn (£6.5bn) balance of 
payments loan to bolster Italy’s 
efforts to control Us huge budget 
deficit and overhaul Its economy 
was approved yesterday by 
European Community finance 
ministers. 

The loan, which is conditional 
on periodic EC reviews of the 
budgetary programme, imposes 
an external discipline which the 
government of Mr Giuliano 
Amato views as vital to winning 
political support at home. 

Italy asked for the loan last 
October, partly to offset the loss 
of reserves used to support the 
lira during the September crisis 


inside the European exchange 
rate mechanism. Greece and Italy 
have received similar loans, but 
this is believed to be the largest 
medium-term balance of pay- 
ments loan for which the EC has 
used its own guarantees to raise 
money on the capital markets. 

According to the agreement 
reached yesterday in Brussels, 
Italy will be paid the loan in four 
tranches of Ecu2bn, two to be 
paid this year no earlier than 
February 1 and July 31 respec- 
tively; the last two will be paid in 
1994 and 1995. 

Mr Henning Chris tophersen, 
EC economics commissioner, out- 
lined four conditions. 

• The ratio of Italy's debt to 


GDP will peak in 1994 to 112ft 
per cent and will then begin to 
fail 

• Italy will take further fiscal 
steps if the government’s borrow- 
ing requirements increase. 

• The government will pursue 
reforms in health, pensions, the 
civil service and local finance. 

• Disbursement of the loan will 
be on “performance not dates", 
according to Mr Christ ophereen. 

Before September 1994, the Ital- 
ian government, working with 
the EC Commission, will reassess 
budget targets for 1995. 

Italian officiate said the loan 
should help pave the way for the 
re-entry of the lira into the ERM 
“as soon as possible”, as part of 


Clinton says sound economy 
is key to US foreign policy 


By Jurek Martin in Washington 

MR BILL CLINTON, who is to be 
sworn in as president tomorrow . 
yesterday promised both continu- 
ity and change in his administra- 
tion's conduct of foreign policy. 

In a speech to diplomats at 
Georgetown University, his alma 
mater, he said he would build on 
the successes of his predecessors 
“in specific areas''. He cited the 
Middle East peace process, 
nuclear arms control and prolif- 
eration. the humanitarian opera- 
tion in Somalia, the support for 
reform in the former Soviet 
Union and the creation of new 
and expanding markets around 
the world. 

"Yet, the world has changed in 
fundamental ways and we must 
change with it,” he went on. “We 
need to clearly state how we plan 
in the US to adapt our nation's 
foreign policy goals and institu- 
tions to this new era.” 

Mr CUnton said his foreign pol- 


icy would be based on three pil- 
lars: 

• The first was to make US eco- 
nomic security "a primary goal" 
of foreign policy. “We cannot sus- 
tain an active engagement 
abroad without a sound economy 
at home," he said. Essential to 
this was a system of global com- 
merce “rooted in principles of 
openness, fairness and reciproc- 
ity". 

• US armed forces would be 
restructured to meet new and 
continuing security threats. Pru- 
dent cuts in defence spending 
were necessary, but that did not 
mean a lessening of US resolve, 
he said. “When necessary we will 
not shrink from using force when 
all appropriate diplomatic mea- 
sures have been exhausted." 

• The US would encourage the 
spread of democratic values 
worldwide. "Democracies do not 
wage war against one another. 
They make better partners in 
trade and diplomacy. And, 


despite their inherent problems, 
they offer the best guarantee for 
the protection of human rights.” 

Specifically, Mr Clinton prom- 
ised to work through the United 
Nations and other international 
institutions to resolve conten- 
tious disputes. 

"America cannot and should 
not bear the world's burdens 
alone." he said, "but the Gulf war 
and the humanitarian relief oper- 
ation in Somalia demonstrate 
what is best about the UN." 

Apart from the now obligatory 
warning to Iraq, his speech was 
essentially another of the inaugu- 
ral rites of passage and was not 
intended to break new ground. 

Nevertheless his insistence 
that prudent cuts In defence 
spending were achievable serves 
as a reminder both to his domes- 
tic defence establishment, which 
is resisting them, and to US 
allies, from Japan to Nato, that 
this is one campaign promise he 
intends to keep. 


Bonn coalition partners warn 
of cuts in social spending 


By Quentin Peel in Bonn 

THE SLOWDOWN in the German 
economy will mean an “inevita- 
ble" increase in the government's 
net borrowing requirement, as 
well as drastic savings through 
cuts in tax allowances and 
reduced social spending, mem- 
bers of the ruling coalition 
warned yesterday. 

They hope, in talks today, to 
finalise plans for a substantial 
savings package, as part of the 
wider negotiations for a “solidar- 
ity pact" to finance German uni- 
fication. 

The package is expected to 
include the introduction of strict 
means tests to limit social pay- 
ments, such as children's allow- 
ances, to the poorest and a possi- 
ble halving in the tax benefits 
available for home-buyers. 

It will also attempt to limi t the 
payment of unemployment bene- 
fit to ensure that the dole does 
not exceed wages available for 
those still in work. 

The possibility of substantial 
cuts in social payments has 
aroused the anger of the opposi- 
tion Social Democrats (SPD). If 
the package is rejected by the 
SPD. the government will still 
press ahead and attempt to reach 



Otto Lambsdorff: tax shortfall 


broad agreement with the trade 
unions and the governments of 
the 16 federal Ldnder, according 
to leaders of the coalition. 

Both Mr Otto Lambsdorff, 
leader of the Free Democrats, the 
minority party in the coalition, 
and Mr Theo WaigeL the finance 
minister and leader or the Chris- 
tian Social Union, sister party of 
Chancellor Helmut Kohl's Chris- 
tian Democrats, took a hard line 
on thq negotiations yesterday. 


Mr Lambsdorff said there was a 
forecast shortfall in tax revenues 
for the 1993 budget of DMBbn 
($3.lbn) and an increased subsidy 
of a further DM5bn needed for 
the Federal Labour Office - 
which pays unemployment bene- 
fit - as a result of the economic 
downturn. 

A further DMlJjbn had been 
promised to Russia, partly for the 
accelerated withdrawal at troops 
from eastern Germany, DMl.5bn 
for the reintroduction of invest- 
ment allowances in east Ger- 
many and DM4bn as direct fed- 
eral subsidies Tor the eastern 
Lander. 

That would make a total short- 
fall of some DML7bn, and Mr 
Lambsdorff said the coalition 
partners “still have to find 
another DM2 bn or DM3bn”. 

Mr Waigel said in Munich that 
social payments, including allow- 
ances for children and new 
infants, would be subjected to 
stricter means testing, as one 
way of cutting the budget burden 
in a socially balanced way - to 
meet the demands of the SPD. 
However, both he and Mr Lambs- 
dorff said the coalition would 
press ahead with the savings 
package, even if the SPD did not 
agree. 


Brussels cuts EC growth forecast 


Continued from Page t 

unwarranted. “Personally I 
believe the worst is over." he 
said, echoing similar statements 
last week by EC central bankers. 

Irish officials said they believed 
the punt had “weathered the 
ERM crisis”, and were visibly 
pleased that EC finance ministers 
had agreed to Dublin's request 
for a statement aimed at cowing 
speculators. But ministers were 
guarded about an early return of 
the Italian lira to the ERM, 
despite agreement on an Ecu8bn 
($9.8bn) medium-term balance of 
payments loan. 

At yesterday’s meeting - the 
first high-level macroeconomic 
discussion at ministerial level 
under the Danish presidency of 
the EC - the mood of solidarity 
was dampened by the gloomy 


growth forecasts produced by the 
European Commission. 

According to the Commission's 
projections, growth in the EC 
this year will fail from LI per 
cent in 1992 to 0.8 per cent This 
is lower than last month’s Organ- 
isation for Economic Co-opera- 
tion and Development outlook 
which forecast 1.2 per cent for 
the EC in 1993, and less than the 
Commission's earlier guarded 
hopes of growth between 1 and 
1.5 per cent 

The Commission said it expec- 
ted Germany to remain flat, with 
France and Spain each reaching 
a meagre l per cent. But the 
Commission said it expected 1.3 
per cent growth in Britain in 1993 
- marginally above the UK Trea- 
sury forecast of 1 per cent 

Mr Christophersen said the 
improvement was a result of a 


gain in the UK’s competitive posi- 
tion following sterling’s depreda- 
tion after its exit from the ERM 
last September, as well as the 
British government's success in 

fighting inflation 

Several EC ministers yesterday 
expressed polite hopes of an 
imminent cut in German interest 
rates. Mr Christophersen - along 
with Mr Thor Pedersen, Danish 
economics minister - expressed 
confidence that plans for a wages 
pact between unions and employ- 
ers in Germany coupled with pro- 
posals for a tax rise in 1995 
should pave the way for an early 
cut in Bundesbank interest rates. 

Ministers also agreed to accel- 
erate plans for an EC growth 
package, including a new Euro- 
pean Investment Bank lending 
facility to finance roads and tele- 
communications. 


World 
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the central bank’s efforts to 
replenish its reserves. But re-en- 
try must be at a “sustainable par- 
ity” which would prove lasting, 
according to Mr Piero Barucci. 
Italy’s Treasury minister. 

Mr Christophersen paid tribute 
to the Amato government’s “cou- 
rageous measures" to reform the 
economy, but said it was his 
impression that Rome favoured a 
step by step approach to the 
ERM: "It is a little too early to 
define a realistic exchange rate 
(for the lira).** Mr Horst Kbhler, 
state secretary in the German 
ministry of finance, said minis- 
ters were looking forward to see- 
ing the lira return to the ERM, 
but "on a solid basis”. 

Bank losses 
blamed on 
government 
policy 

By Robert Poston, 

Banking Editor, In London 

MISTAKES In the UK 
government’s economic policy in 
the 1980s were a significant 
cause of the huge losses now 
being suffered by the country’s 
banks, Mr Robin Leigh-Pemb- 
erton, governor of the Bank of 
En gland, said last ni g ht. 

His remarks come at a time 
when relations between the 
h anks and the government are 
strained. He did not address the 
Treasury’s allegation that hanks 
are behaving insensitively in 
their dealings with financially 
stretched small businesses. 

But he expressly denied a 
claim being investigated by the 
Treasury that lending margins 
have widened significantly. 

Mr Leigh-Pemberton, who is 
due to retire in June, said poor 
credit assessment by banks was 
also a factor in causing the loan 
losses. Bat he absolved the 
Bank’s supervision department 
of any blame. “Supervi- 
sors . . . cannot and should not 
second guess the management of 
individual institutions”, he said. 

The main role of the supervi- 
sion department was to prevent 
damage to the financial system. 
“The UK banking Industry is 
well placed to absorb the pres- 
sures of the longest and deepest 
recession in many decades.” 

UK banks have suffered bil- 
lions of pounds of losses on loans 
made in the mid-1980s. Many of 
tiie bad loans were to property 
companies or were backed by 
property colIateraL 
Mr Leigh-Pemberton said "it 
was not surprising that banks 
sought to increase the volume of 
their lending [in the 1980s] .. . it 
may well be that banks, lulled by 
the strength and the persistence 
of the upswing, became less sen- 
sitive to cyclical risks". 

He added: "Many financial 
arrangements that had seemed 
reasonable in the heady days of 
the 1980s, reasonable even 
against normal expectations of 
cyclical behaviour, were fatally 
undermined by the length and 
depth of the recession.” 

He said the recession would 
not have been so deep if the gov- 
ernment had not allowed the 
growth rate immediately before 
to be excessive. "The lesson for 
policymakers is that we can 
never afford to take risks with 
stability ... we need, above all, a 
stable monetary environment. In 
which policy is geared to the 
achievement of price stability." 

Mr Leigh-Pemberton did not 
argue that banks were blameless 
for their loan losses. He identi- 
fied three lessons for them: 

• "Do they really pay sufficient 
attention to the lessons of histo- 
ry - for example the property 
crisis of the early 1970s?" 

• “Did they really monitor the 
credit criteria which had served 
them well in the past?” 

• “Were the incentives g iv e n to 
loan officers really appropriate, 
or did they encourage new busi- 
ness at the expense of sound 
business?" 

He lectured the banks on the 
need to attach the highest prior- 
ity to the "control and pricing of 
risk”. 

Mr Leigh-Pemberton was 
talking to the Chartered Insti- 
tute of Bankers in Scotland. 
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Margins of error 


One would not expect Mr Robin 
Leigh-Pemberton to blame supervisory 
failure for the bad debt troubles afflict- 
ing British banks. Doubtless competi- 
tion following the financ ial liberalisa- 
tion and technical innovations of the 
1980s did play a role, not to mention 
the government's delay in tightening 
policy when the economy began over- 
heating. It all seems so obvious with 
hindsight. The Bank of England bad 
worries at the time. It could have 
given fuller voice to them. 

Bankers are congenitally prone to 
excess, especially in mar kets freed of 
credit controls. They need constant 
reminding to price risk correctly. An 
under-borrowed customer can quickly 
become risky if offered credit on terms 
too generous to refuse. The worst 
efftets of the asset bubble could have 
been avoided if. in assessing credit- 
worthiness, banks had concentrated 
more on sustainable cash flow than 
availability of security, institutions 
like Barclays would now spend less 
time doubling as property companies. 

Of course, the risks would be 
s mall er if policy were more predict- 
able and stable. Since it is not, bank- 
ers must set their prices accordingly. 
Margins have not risen much in the 
1990s, so they still appear not to have 
learned this lesson. Borrowers should 
not complain about margins, espe- 
cially those who shopped around in 
the good times. They will have got 
what they paid for - lenders who Jiad 
less natural interest in supporting 
them when times became tough. One 
lesson of the recession is that 
long-term banking relationships may 
be worth paying for. 

Ailied-Lyons 

Now that Ailied-Lyons' joint venture 
with Carlsberg is finally up and run- 
ning, it is worth pausing to consider 
the implications for the beer market 
as a whole. Carls berg-Tet ley is the 
industry's third force after Bass and 
Courage. With this critical mass 
comes a relatively goad fit Allied is 
strong in the on-trade with strength in 
the Midlands and north; Carlsberg is 
strong in off-trade in London and the 
south-east. That should help raise 
market share. But now quickly, and, 
apart from the long-suffering regional 
brewers, at whose expense? 

Much depends on the rationalisation 
that must now follow. Closure of 
seven depots with a loss of up to 100 
jobs can hardly be the end of the 
story. There must be more cost 
savings both in marketing and in pro- 
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auction - although Allied has already 
made an independent start with the 
closure of its Romford brewery. With- 
out greater efficiency, Carlsberg- 
Tetley can hardly expect to take share 
away from the Likes of Bass, at least in 
the off-trade. 

That will take time. The initial 
impact on Allied's earnings may be 
small. A strong third player txiuld 
eventually hurt Courage which is still 
wrestling with a hotch-potch -of brands 
following its deal with Grand Metro- 
politan. More intriguing will be the 
effect on Whitbread and Scottish & 
Newcastle. The former has suffered 
from the recession in the south-east 
but has a new marketing-oriented 
chairman in Sir Michael Angus. The 
latter boasts efficiency and strong 
brands, but lacks critical mass and 
broad distribution. If Csrteberg-Tetiey 
is right, these are both prerequisites of 
success. 

Sterling bonds 

The government should not take too 
much heart from the recent slew of 
sterling Eurobond issues. Yesterday’s 
issue from PowerGen brings to £l.5bn 
the amount raised so far this year. But 
the range of borrowers and maturities 
suggests pockets of demand for ster- 
ling bonds rather than the wave of 
international buying required to help 
fund the public sector borrowing 
requirement There has been overseas 
interest But with sterling hovering 
around DM2.50, the potential for cur- 
rency gain looks hardly enough to 
tempt big money. 

The surprise is that more companies 
have not moved to lock into long-term 
rates before the government starts 


pe0 ple - Build;, 


borrowing in earnest this spriag,- 
While short rates are low mosf 
evidently satisfied with, floating M* 
bank debt. Moving to longer mates- 
ties involves higher interest payment?, 
Even so, companies with a natural, 
requirement for long-term tending- 
utilities among them - may yet regret! 
not raising 10- year money at less Utah 
9 per cent The danger is not so much 
that the government will absorb afi* 
available institutional funds - life 
companies have an appetite for axpps 
rate bonds which yield a little more. 
than gilts. Overseas investors wfll.he 
needed to fund the PSBR. They' nay - 
demand higher yields or a lower 
exchange rate before buying more 
sterling bonds. Any borrowers. faaog=i 
ing on for lower interest rates- are ran- 
ning something of a risk. • • • 

Water companies 

The water companies' response to, 
Ofwat on how the 1994 regulatory 
review should be conducted unset tl e d 
the market. Recent performance of -tig. 
sector suggests investors are looking 
for reasons to switch into more cycli- 
cal stocks. But the document is litti£ 
more than a gentle reminder thai tte- 
industry’s price limits in the second 
half of the decade are still undecided;' 
Like other recent public exchange^ 
with Ian Byatt. the tone is gentfe 
manly compared with the blaster 
between other utilities and regulators. 

It is hardly surprising the industry' 
would prefer its capital base measured 
on the complex basis set by govern-- 
ment at privatisation. If Mr Byatt opts 1 , 
to take market capitalisation instead; 
as he is minded to do, the companies’^ 
current rate of return on capital would 
look embarrassingly high - perhaps 
11 per cent. Under the original govern- 
ment formula the rate of return would 
look more modest. The industry is- 
right to point out the flaw in valuing 
on the basis of market capitalisation. 
That figure itself would adjust quickiy 
to changes in expectation of what the 
regulator would allow. 

The industry is equally right that 
huge capital investment has to be 
financed. Mr Byatt may be tempted, 
for example, to reduce the companies* 
rate of return by restricting profits 
growth while they press ahead with 
capital investment. That would mean 
sharply higher gearing. Mr Byatt 
would doubtless argue that his pres- 
ence would reassure potential lenders. 
Given the short track record of the 
privatised utilities, banks and bond 
market investors may be less certain. 
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Never have individual managers or whole businesses had do 
draw more deeply on their reserves of managerial skill, knowledge 
and experience - to survive, let alone to thrive. 

Henley’s portfolio of Executive Programmes develops 
managers who will achieve results in a changing and highly 
competitive international marker place. 

The General Management Programme 4 weeks or 4x1 week 

A senior management course providing the key skills and 
knowledge necessary for general management. Designed to 
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completed in one four-week period or in four one-week modules 
over a year or more, thus allowing for considerable flexibility in 
learning styles and work commitments. 

The Strategic Management Programme 4 weeks 

Focussing on developing the skills required for strategic 
leadership, initiating strategic change and the creation and 
implementation of international competitive strategy. For 
senior executives with at least ten years of general management 
experience. 

Henley also offers a wide range of Short Courses for 
experienced managers who wish to improve performance in 
specific skills; and Directors’ Programmes for executives 
operating at Board level. 

For more information about Henley’s Executive 
Programmes in 1993 please call or fax: Hazel Carruthers, 
Business Development Manager on (0491) 571454. 
Internationa] Code 44491. Fax (0491) 571635. 

Henley Executive Programmes, Henley Management College, 
Greenland*, Henley-on-Thames, Oxfordshire, RG9 3AU, England. 
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Philips lights up 
in North America 

PhHips.the Dutch electronics group, struck 
operating profit in North America with its light- 

f ° r th ® firSt Hme S,nC ® 
i 1 ^™ tinar Kloster. president of Philips 

uri!h*£' ^ ld “""P®* h ad “caught up" 
wnth the . competition in new lighting products 
alter falling behind at the beginning of the 
1990s. But he predicted 1993 would prove a 
very tough" year for lighting. Page 20 


Yves Saint Laurent speculation 

Trading in shares In Yves Saint Laurent, the 
fashion and cosmetics company, and Qf-Sanofi 
were suspended amid speculation.that YSL 
might be selling a significant share stake to 
Elf-Sanofl. the pharmaceuticals and beauty 
products arm of the state-owned Elf-Aquftalne 
oil group. Page 20 


Floating pound buoys Photo-Me 

Sterling's devaluation 
helped Photo-Me Inter- 
national, the world's 
largest photo- booth 
manufacturer and opera- 
tor. lift pre-tax profits by 
21 per cent to £10.5m 
. ($1 6m) fn the half year to 
end-October. Mr David 
Miller (left), chief execu- 
tive, said the best mea- 
sure of underlying 
performance was the 12 
per cent growth in operating profits. Page 24 




Qantas to axe 1,835 Jobs 

Qantas.the government-run Australian airline, 
plans to make 9 per cent of its workforce 
redundant over the next two years to help cut 
costs by A$158m (SI 09m) a year. Page 22 


Lean harvest from soft sen 



Most British farmers are far more interested In 
better production then In trying to market their 
produce, hence the growing penetration by EC 
competitors of the British food sector. Funda- 
mental marketing deficiencies of UK agricul- 
ture are the lack of organisations big enough 
to apply real leverage against the retail giants 
and a piecemeal approach to promotion and 
quality assurance. Page 26 


Market Statistics 

Base lending rates 

34 

London share service 

27-29 

Benchmark Govt bonds 

23 

Uffa equfty options 

28 

FT-A tndicss 

27 

London tradH options 

23 

FT-A vwrtd indices Hack Page 

Managed fund service 

30-34 

FT flxeri Wares hxfices 

za 

Money mariceta 

34 

FTftSMA inf bond sve 

29 

Mew int bond issues 

23 

FT guide to currencies 

22 

Workl commodity prices 

28 

Brands! futures 

34 

World stock mkt Indfces 

35 

Foreign exchanges 

84 

UK dividends announced 

24 

London recent issues 

23 




Aberdeen Petroleum 

Aberdeen Trust 

Abtrust Scotland 

Aerospace Eng 

Alrtours 

Albrlghton 

Astra Int'l 

8SL 

BCE 

BOC 

BSN 

Bain Clarkson 
Sank of Montreal 
Barta 

Barlow Rand 
Bellwether Explor 

Brent Walker 
British Airways 
British Thornton 
Brother Industries 
Carlsberg-Tettey 
Cartton Television 
Cascade Group 
Cittc 

Concord Camera 
Crown Financial 
Dahra Bank 
Eagle Star 
EH-Sanof) 

Foster's Brewing 
Fuflteu 
Geslatner 
Glaxo 


25 Grand Metropolitan 
25 Hawker Slddeley 
25 Highlands Gold 
24 Inchcape 

24 Johnson Cleaners 

25 Jupiter European 
22 K mart 

19 LWT 
22 Lloyds Bank 
14 Lonrho 
19 NationsBank 
25 Next 

21 Owners Abroad 
25 PWA 

22 Peel 
25 Philips 

25 Photo-Me Inti 
19 Primaries 
25 Qantas 

22 Real Time Control 
24 Repsol 

24 Revasa 

22 Rhone-Poulenc 

22 Sega 

25 Seton Healthcare 
25 Shandwlck 

23 Soundtracs 

19 Tay Homes 

20 Unigala 

22 Unilever 

23 Virgin Atlantic 
25 Wal-Mart 

22 Watts Sallee Beams 
Xerox 
YSL 


changes yesterday 


FRANKFURT (DM) 

SteAB 2057 

-ttxMrf 978 


BrtAmrioi 

Cbasa Manhattan 


Paris cn*rt 


2057 

+ 

72 

BIG 1 

978 

+ 

55 

Casino 

25S8 

+ 

&2 

Ecco 

348 

+ 

14 

Ganna* Sac N 

330 

+ 

13 

VgSourec 

FA 

590 


16 

Pmaoe PiWhtp 
TOKYO (Y«n) 

49*4 

+ 

1% 

RE*M 

Nppan Foi 


CMDOor 85 “ 

Hurion Paddd 71*1 - 

Tuaslnstt 54*2 

: New York prkws at «*• 


LONDON (Renee) 
Stow 

Aberdeen Ptt 10, + 
B***tCH) 8*2 + 

BanaerHoom 22 + 

SknCkde »» + 

SfflOataMgnrt 2W + 

Catfwiliw 33 + 

Bedree Use . SB + 

Up&WP ** * 

i Jff rty 663 + 

Kx-Sk* » + 

Nemax I74*d + 

OHM 24 + 

Ocean Group 265 + 


j, Nippon Kasai 
^ Sanyo Der*» 


1D3» Mosul Wtoarf 5W - 

I <4 Ntttt Ownfcal 375 - a 

% Uba CMraml 243-15 


422 + 115 

3» + t5 

155 + 102 


314 + 26 

268 + 16 

460 + 28 

581-44 


RsMra 

11* Resort Hoods 
1* RMsfloyw 


18+2 
43+3 
112 + 5 

52+5 


Sraftstwy “ • 

WIWCTOB 37 + 3 

YokS-Tyne TV 138 + 1« 


2 Asia Prop 
* AvtvaPet 
f? DonalM Tyson 
2 ResThmeCna 
15 Tay Homes 


FINANCIAL TIMES 


COMPANIES & MARKETS 




EUROPE 'S LEADING DEBT 
COLLECTION COMPANY 


intruin fS justitia 



©the FINANCIAL TIMES LIMITED 1993 


Tuesday January 19 1993 


THE EDBBPEAH EMTflV 1993-84 
WHITBREAD BOUND THE WOOLS BADE 


Unilever and 
BSN in iced snack 
joint venture 


By Guy ds Jonquferes, 
Consumer Industries Editor 

UNILEVER, the Anglo-Dutch 
food and consumer products 
group, and BSN. France’s largest 
food company, have formed a 
joint venture to develop and mar- 
ket worldwide a range of new 
products combining ice cream 
and yoghurt. 

Unilever is the world’s largest 
maker of ice cream, with sales 
last year of about £1.6bn ($2Jm) 
in 30 countries, while BSN is the 
biggest producer of yoghurt, with 
sales of almost FFr24bn ($4.4bn) 
last year. 

The venture appears intended 
to exploit growing demand 
among health-conscious consum- 
ers for new types of frozen des- 
serts and snacks. Demand is 
strongest In the US, where sales 
of products such as frozen 
yoghurt have recently increased 
rapidly. However, the joint ven- 
ture will focus initially on France 
and Spain, where it plans to 
launch products soon. 

Sales will be expanded to other 
countries later. The two compa- 
nies said the worldwide market 
for the venture’s products, 
described as "combining the ideal 
properties of yoghurt and ice 
cream”, could eventually amount 
to hundreds of minions of litres. 


Marketing of the products is 
expected to rely heavily on the 
companies' ipa^Tig brand names. 
Unilever’s ice cream brands 
include Motta in France, Frigo in 
Spain and Wall’s in Britain, while 
BSN’s main international 
yoghurt brand is Danone. 

No figure was given for the ini- 
tial investment in the joint ven- 
ture, which will be equally 
owned and use existing facilities 
provided by tbe two partners. 
Based in Paris, it will be headed 
by a steering committee of three 
managers from each company 
under a rotating chairmanship, 
while Unilever will provide oper- 
ational management 

Mr John Campbell, food indus- 
try analyst with County Nat- 
West, said the venture would 
probably enjoy reasonable 
growth potential, though pros- 
pects in Europe were uncertain 
because the market was still 
largely undeveloped there. 

BSN ban relied increasingly on 
alliances and partnerships to 
enter new markets, such as Italy, 
China and Japan. However, Uni- 
lever has traditionally preferred 
to have full control of its busi- 
nesses. However, the Anglo- 
Dutch group recently formed a 
joint venture with PepsiCo, the 
US soft drinks and snacks group, 
to sell canned iced tea 


Spanish energy 
group announces 
$500m share issue 


By Tom Barns In Madrid 

REPSOL. the Spanish 
state-controlled energy group, is 
to raise at least S500m through 
an international issue of shares 
that will reduce the govern- 
ment’s ownership of the company 
to less than 50 per cent 

The share placing, which is 
likely to go ahead within three 
months, will be the first of sev- 
eral disposals of state sharehold- 
ings scheduled for this year as 
the government seeks to reduce 
its budget deficit by asset sales. 

Repsol said yesterday that haz- 
ards was advising in the design 
of the share offer and that issue 
managers would be decided 
shortly. The placing, aimed at 
institutional investors, is likely 
to marketed aggressively in the 
US, Europe - notably in the UK 

- and Japan. 

In a circular last month invit- 
ing bids to lead the placement 
syndicate, Repsol indicated it was 
seeking to raise more than 
5500m. At current market prices 

- Repsol is trading at $24 a 
share, which is dose to its his- 
toric high - the conglomerate 
would be putting some 7 per cent 
of itself on the market and the 
state-held equity in Repsol would 
MI from 54.5 per cent to 47.5 per 
cent 


The placement has been made 
possible by last year’s repeal of 
legislation that bad made major- 
ity public ownership of Repsol 
mandatory. 

Similar legislation has been 
approved that allows public own- 
ership of Tabacalera, the domes- 
tic tobacco producer and distribu- 
tor in Spain, to drop below the 50 
per cent mark. 

Under the framework of the 
1993 budget, the Spanish exche- 
quer aims to raise $L3bn through 
the partial privatisation of state- 
controlled companies. 

Analysts believe the Repsol 
placement will be followed by 
share offerings in Tabacalera, 
which is 53 per cent state-owned, 
and by Endesa, the large electri- 
cal utility, which is 67.5 per cent 
owned by the state. 

Repsol, which is one of the 
most actively traded stocks an 
the Spanish stock market floated 
26 per cent of itself in 1989 and 
last summer completed a very 
successful convertible offering 
aimed at small domestic inves- 
tors. 

It reported virtually Oat profits 
in the first half of last year, a 
six-month result that was consid- 
ered "positive” when the weak 
trading of some of its larger 
rivals in the oil industry was 
taken into account 


Virgin may take 
US action as BA 
apology ‘falls short’ 


By Paul Betts, 

Aerospace Correspondent 

MR Richard Branson will decide 
next week whether his Virgin 
Atlantic Airways will take any 
further legal action in the US 
courts against British Airways. 

Virgin said yesterday it had 
received “an extremely brief con- 
fidential note” from BA which 
fell short of the the "act of good 
faith" It was seeking from its 
larger UK rival to show it had 
changed its attitude. 

Mr Branson, who yesterday 
met Mr John MacGregor, the UK 
transport secretary, is also seek- 
ing a commitment from the gov- 
ernment to Mr competition in 
the UK airiine industry after the 
victory in the High Court last 
week in his "dirty tricks" libel 
battle against BA. . 

The ball was now in BA s 
court, a Virgin official said yes- 
terday. explaining that Mr Bran- 
son would review next week all 
options about action, if any, he 
intended to take. Virgin’s next 
move would depend on the 
response of BA. Its board is 
understood to have met to ana- 
lyse the impact of the Virgin 
affair which Is now under board 
investigation. A further meeting 
is expected this week. 

Non-executive directors led by 


Sir Michael Angus, the president 
of tbe Confederation of British 
Industry, have expressed deter- 
mination to establish the extent 
of the “dirty tricks" campaign 
against Virgin and to ensure 
•no thing gimilar happens again. 

Sir Colin Marshall, BA’s chief 
executive and deputy chairman, 
has also said BA wanted to estab- 
lish a less confrontational rela- 
tionship with Virgin. 

In his talks with Mr MacGregor 
yesterday, Mr Branson pressed 
for the establishment of a regula- 
tory tody to ensure fair competi- 
tion in the allocation of take-off 
and landing slots at London’s 
Heathrow airport 

Mr Branson has campaigned 
for more slots at Heathrow to 
expand Virgin’s long-distance 
international services In competi- 
tion with BA. He now hopes to 
use his victory in the courts to 
press his case. 

Virgin officials said yesterday 
that the airline’s expansion plans 
had been frozen for the past 18 
months because it was unable to 
secure more peak-time slots at 
Heathrow. In turn. Virgin last 
year put on Ice plans to sell a 20 
per cent stake in the airline to 
fund its expansion. The company 
said these would only be resur- 
rected if it could secure the slots 
to expand its services. 


Charles Leadbeater on consolidation in the Japanese car industry 


Co-drivers needed on rocky road 
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A sharp downturn In the 
Japanese car market over 
the past two years is forc- 
ing manufacturers there to con- 
template far-reaching rtong ra of 
strategy, which could lead to a 
consolidation of the industry. 

Japanese car drivers have been 
the main beneficiaries of fierce 
competition within an industry of 
II producers. The competition 
to* forced Japanese manufactur- 
ers to levels of efficiency and 
quality which are the envy of 
their competitors. 

That may be about to change. 
Japanese manufacturers are 
increasingly looking to aniarw^ 
to help reduce competition and 
cut costs. 

Late last year Honda and Isuzu 
announced an agreement to sell 
each other's vehicles, after Isuzn 
had said it would withdraw from 
passenger car production. 

Last week Nissan and Mazda 
confirmed they were discussing a 
plan to swap vehicles to cut 
development costs. Nissan Is 
likely to suspend production of 
some light commercial vehicles 
and instead sell trucks supplied 
by Mazda. Mazda will streamline 
its range of vans by taking sup- 
plies from Nissan. 

Toyota and Nissan, the indus- 
try’s two largest producers, are 
considering jointly developing an 
electric car, which could have 
long-term implications for collab- 
oration over product develop- 
ment 

These are the first responses to 
the downturn in domestic 
demand since 1990, which many 
industry executives believe could 
mark the start of a period of 
much slower growth in a matur- 
ing market 

The slowdown comes as. most 
manufacturers are starting to 
pay for the heavy investment of 
the late 1960s. Japanese car pro- 
ducers have traditionally relied 
upon expanding sales rather than 
reducing costs to raise profits. 

Mr Jonathon Dobson, an ana- 
lyst at Jardine Fleming securi- 
ties, estimates the Japanese mar- 
ket needs to grow by about 7 per 
cent for tbe producers to -avoid 
their operating profit margins 
being eroded. 

Few believe the market will 
sustain that growth. 

Tbe industry is dividing into 
two groups: those under pressure 
and those under heavy pressure. 

A select few appear to be 
weathering the downturn in rea- 
sonable shape. Toyota, the lead- 
ing producer with about 41 per 
cent of the domestic market, has 
large cash reserves and a reputa- 
tion for low-cost volume produc- 
tion. 

Mitsubishi Motors has 
increased its sales, partly thanks 
to its extensive hut tailored prod- 
uct range which includes leisure 


Eagle Star 
close to 
settling BBL 
litigation 

By Richard Lapper In London 

EAGLE STAR, the general 
insurance subsidiary of BAT 
Industries, is understood to be 
close to settling its long-running 
litigation with Banque Bruxelles 
Lambert, the Belgian bank. 

News of a possible settlement 
In tiie ease, which concerns com- 
mercial mortgage indemnity pol- 
icies on property loans worth 
£220m ($34im), will hearten the 
company after last week’s defeat 
in a legal battle with a Lloyd's 
syndicate. 

Judge Diamond ruled in the 
Commercial Court last Thursday 
that Eagle Star must pay $40m in 
potential rtoima Uriel rip feom 8 
reinsurance policy purchased by 
syndicate 640 in 1973. 

In the BBL case, which centres 
cm a disputed valuation of six 
properties, it is believed that 
Eagle Star could pay around 
£100m to settle, although this 
amount could be reduced follow- 
ing reinsurance recoveries. BBL 
brought the case after Eagle Star 
foiled to honour policies taken, 
out on six loans in 1989. 

The settlement move follows 
the adjournment of the ease last 
Tuesday in the 11th week of the 
hearing. Eagle Star will seek to 
expand its case against the valu- 
ers of the six properties. 

Losses on commercial and 
domestic mortgage indemnity 
policies have contributed to 
Eagle Star’s reemit trading diffi- 
culties. Pre-tax losses were 
£394m in 1991, and £66m in the 
first nine months of last year. 
BAT Industries pumped £450m 
into the company to boost its sol- 
vency. 

Mr Michael Heath. Eagle Star 
executive director, said the 
Lloyd's ruling would have no 
"financial impact”. 
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Ford are yet to produce a deal 
but the company is understood to 
have exploratory talks with 
Citroen of France. 

Nissan, which made a pre-tax 
loss of Y14JJbn in the six months 
to the end of last September, has 
been losing market share largely 
because its ageing model range is 
over extended. 

Nissan sells 57 per cent fewer 
vehicles than Toyota, spread over 
29 basic models, compared with 
Toyota’s 26. The Cedric model 
comes with thousands of varia- 
tions; the Laurel has 86 different 
steering wheels and 173 types of 
steering column. To maintain 
this range Nissan needs a huge 
and costly array of parts and sup- 
pliers. 

All producers have slowly 
begun to cut costs. 

Investment is being reined in 
and they have announced plans 
to standardise and reduce the 
numbers of parts they use by up 
to 45 per cent 

Agreements to share large com- 
ponents are spreading: Mazda is 
taking diesel engines from Isuzu. 
Wage costs are being restrained, 
partly by the spread of single 
shift working at many plants. As 
yet, however, no company has 
dared cut into the large white-col- 
lar overheads in offices and 
showrooms. 
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H owever this cost cutting 
is unlikely to boost prof- 
itability, given the bruis- 
ing competition in a declining 
market The obvious companion 
step is to cut the pace of competi- 
tion. 

Mr Yoshifumi Tsuji, Nissan 
president, says the agreement 
with Mazda will cut development 
costs but in tbe long run it could 
lead the two companies to reduce 
the number of competing models 
on offer. 

The next logical step would be 
to overturn the conventional wis- 
dom of the late 1980s, which was 
that product cycles would inevi- 
tably shorten as producers 
rushed out new models to main- 
tain market share. Stretching the 
life of a model could save huge 
sums in research and develop- 
ment costs. 

However until the market 
leader Toyota signals that it may 
take such a step, the other com- 
panies will be loath to go it alone 
for fear that their market share 
and profits will fall sharply. 

Profits are under pressure in a 
slow growth market, opportuni- 
ties for deep cost cutting are lim- 
ited by labour practices and the 
costs of rapid product develop- 
ment are rising unabated. The 
laggards of the industry will have 
to start contemplating a more 
radical consolidation of the 
industry to allow them to keep 
up the pace of the leaders. 
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vehicles such a9 the Pajero. 
Suzuki sold more cars last year 
than the year before because It 
concentrated on tbe mini-car seg- 
ment of the market 

The others - Daihatsu, Isuzu, 
Mazda, Honda and Nissan - are 
struggling. Many in the industry 
believe that Daihatsu, the mini- 
carmaker, which has already 
retreated from the US market, 
may be incorporated into its par- 
ent Toyota. 

Nissan and Mazda are feeing 
acute difficulties. In the late 
1980s Mazda seemed to represent 
the model new carmaker, with an 
Impressive array of redesigned 
products such as the popular 
MX-5 sports car. It toasts 4,000 
permutations of car. Now it is 
paying for its image. 

Sumitomo Bank, which has 
parachuted a senior executive on 
to the company's board is breath- 


ing down Mazda’s neck. The car- 
maker's pre-tax profits in the 
first half of the year to the end of 
March fell 73 per cent to Y3bn 
(S24Jtm). The depreciation charge 
for investments such as its Hofu 
production plant will rise 30 per 
cent this year to Y88bn. Its slug- 
gish sales are spread across five 
sales channels which share few 
costs. Its overseas operations are 
less developed than the other car- 
makers. 

Mazda, which is a quarter 
owned by Ford, the US manufac- 
turer, has one of the smallest pro- 
duction operations in North 
America which leaves it badly 
placed to benefit from an upturn 
in tbe US market. It recently can- 
celled plans for a separate luxury 
car sales network in the US. It is 
also the only Japanese carmaker 
to lack a production presence In 
Europe. Long running talks with 
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British Telecommumcations pic 


has restructured £2.2 billion nominal of its Unsecured Loan 
Stocks held by Her Majesty’s Treasury and has redeemed 
£320 million nominal of these Stocks following 
a competitive auction conducted by 


Her Majesty’s Treasury 


The undersigned acted asfrnancial adxnsers to 
British Telecommunications pic in this transaction . 


Lehman Brothers International S.G. Warburg Securities 
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Trading in YSL 
halted amid stake 
sale speculation 


INTERNATIONAL COMPANIES AND FINANCE 

Custos Sweden faced with mixed economic signals 

Slides Christopher Brown-Humes reports on the aftermath of the flotation of the krona . . 
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By David Buchan in Paris 

TRADING in the shares in 
Yves Saint Laurent, the fash- 
ion and cosmetics company, 
and Elf-Sanofi were suspended 
yesterday amid speculation 
that YSL might be selling a 
significant share stake to Elf- 
SanofL 

Elf-Sanofi, the pharmaceuti- 
cals and beauty products arm 
of the state-owned Elf-Aqui- 
taine oil group, promised a 
statement and a press confer- 
ence early this afternoon to 
explain the new development. 

Officials at YSL were 
unavailable yesterday, but 
their president, Mr Pierre 
Berge, has made no secret of 
his desire to sell up to 15 per 
cent of the company. 

Mr Berge's openness last 
autumn about his willingness 
to sell a significant stake to a 
“true partner" had led to some 
softening of the company's 
share price, and criticism from 
YSL minority investors. 

However, in the past four 
weeks, YSL's shares have 
gained nearly a third, and yes- 


terday's suspension came after 
a sizeable rise last Friday. 

Several months ago, Elf-San- 
ofi was canvassed as a possible 
buyer of the shares jointly- 
owned by Mr Saint Laurent 
and Mr Berge, but was said to 
have been ruled out because it 
was unwilling to leave the 
company's two founders in 
management control. 

Elf-Sanofi is essentially a 
pharmaceuticals company, but 
it has a perfume and beauty 
products business centred 
around its four marques of 
Roger & Gallet, Stendhal, Van 
Qeef & Arpels and Oscar de la 
Renta. The Elf-Aquitaine group 
Is itself a possible candidate for 
privatisation if French conser- 
vatives win the March parlia- 
mentary election. 

In the first nine months of 
last year, Elf-Sanofi recorded a 
12.5 per cent rise in turnover to 
FFrl5.8bn fS2.85bn), while 
YSL's predominantly luxury 
business has been much harder 
hit by the economic turndown 
with profits falling to just 
FFr2.6m in the first half of Last 
year on sales of FFrl^Sbn. 


Chicago seeks bigger 
share of forex market 


By Laurie Morse in Chicago 

THE Chicago Mercantile 
Exchange hopes to grab a big- 
ger slice of the Sl.OOObn per 
day global foreign exchange 
market with plans to offer 
futures and options contracts 
that resemble over-the-counter 
spot currency transactions. 

The new contracts, known as 
"rolling spot" contracts, will be 
four times the size of the 
CME's existing foreign cur- 
rency products, a feature that 
should make them more palat- 
able to the Institutional traders 
who dominate foreign 
exchange trading. 

The exchange plans first to 
offer rolling spot futures and 
options based on sterling with 
a contract size of 250,000, and 
then extend the concept to five 
other currencies on which it 


trades conventional futures. 

The products have been sub- 
mitted for regulatory review, 
and the CME hopes to launch 
them by June. The futures and 
options will expire quarterly 
and be quoted in terms identi- 
cal to the interbank market. 

Mr Jack Sandner. CME chair- 
man, said: "The spot market 
place as it stands is needlessly 
cumbersome and inefficient. 
Each of these spot transactions 
and rolls exacts a tremendous 
toll on banks, in that they 
involve considerable transac- 
tional and operational 
expenses, as well as the poten- 
tial for costly mistakes in 
actual payment flows. The 
Merc’s clearing house will 
streamline this process by 
automatically adjusting for the 
roll, most likely In variation 
margin," 


By Christopher Brown-Humes 
In Stockholm 

CCSTOS, the Swedish 
investment group, slid to a 
SKr398m ($55m) loss after tax 
in 1992, a sharp reverse from 
the SKrl59m profit recorded a 
year earlier. 

The group, which is majori- 
ty-owned by Volvo, the motor 
vehicle group, and Skanska, 
Sweden's largest construction 
company, blamed the loss on 
high interest rates, turmoil in 
the capital markets, and a 
downturn in the Swedish 
stock market. The group cut 
Its dividend to SKrl from 
SKr7. 

Custos said income fell to 
SKr408m from SKr457m, while 
interest costs climbed to 
SKr694m, compared with 
SKr585m. An injection into a 
subsidiary amounted to a fur- 
ther SKr400m. 

The group noted that the 
adjusted value of its share 
portfolio fell by 23 per cent to 
SKr5.76bn, compared with a 
fall of just 1 per cent for the 
Stockholm stock market as 
measured by the Affarsvarlden 
general index. 

At January 15. the company 
calculated its own net worth 
at SKr74 per share, or a total 
of SKr3.52bn. 

Volvo and Skanska launched 
a bid for full control of Custos 
last October in what many 
thought would be the first step 
in tbe dissolution of cross- 
shareholding links between 
the two groups. 

The offer was later 
abandoned after it was 
rebuffed by big shareholders 
and share prices began to 
recover. 

However, a joint bid for a 
minority stake in a smaller 
investment company, Proto rp, 
did proceed successfully after 
the original terms were > 
improved. 

Skanska and Volvo said yes- 
terday they now owned 99.6 
per cent of Protorp's shares, 
including those held by Euroc, 
Skanska’s building materials 
affiliate. The offer was worth 
SKr200 per share, valuing the 
company at SKr2bn. 
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A FEW weeks ago, Swe- 
den's decision to float 
the krona seemed to 
thrust a ray of light into the 
gloom enveloping the country’s 
corporate sector. Since then, 
the mood has been tempered 
by the realisation that 1993 is 
still going to be an awful year 
for the Swedish economy, and 
that even in 1994 recovery may- 
be a very slow business. 

The signals are nothing if 
not mixed. And the contrasting 
announcements recently from 
two of Sweden's leading indus- 
trial groups are a vivid illustra- 
tion of this. 

The message from SKF, the 
world's leading roller bearing 
manufacturer, was that wors- 
ening conditions in key Euro- 
pean markets would reduce 
demand for its products in 
1993, forcing a further 2,000 in 
staff cuts. 

In contrast, SC A, Sweden’s 
second largest forestry group, 
headed by Mr Sverker Martin- 
Loff, upgraded its 1992 results 
forecast, thanks to currency 
factors and the benefits of cost- 
cutting. 

If nothing else, these 
announcements emphasise the 
schizophrenia that character- 
ises corporate Sweden at pres- 
ent. For most of the big inter- 
national groups, which 
dominate the country’s busi- 
ness sector, exports and profits 
should rise quite sharply this 
year thanks to the benefits of a 
devaluation that has so far 
seen the Swedish krona fall by 
around 20 per cent. 

However, because demand is 
likely to be weak in many 
European countries, and par- 
ticularly in Germany, Sweden's 
largest export market, the ben- 
efits will not be as great as 
they were in 1982, the last time 


Sweden devalued, when a 
strong international recovery 
was under way. 

At the samp time, a weaker 
currency will do nothing to 
alleviate the plight of the thou- 
sands of small and medium- 
sized businesses that depend 
on the domestic economy, 
which in 1993 is likely to be as 
depressed as it was last year. 

Sweden is heading for its 
third consecutive year of nega- 
tive GNP growth this year, 
with investment and private 
consumption set to fall further, 
and unemployment still head- 
ing upwards. 

Thus 1993 will be a year 
when the performance of 
exporters such as the car, engi- 
neering and forestry compa- 
nies, will stand out sharply 
from other sectors of business, 
like banking and construction. 

Since devaluation, very few 
of Sweden's leading exporters 
are not competitive, because, 
in addition to the advantage of 
a weaker currency, they have 
also benefited from rationalisa- 
tion, low wage increases, and 
cuts in employers' social secu- 
rity contributions. One esti- 
mate suggests that Swedish 
corporate competitiveness this 
year will improve by more 
than 15 per cent as a result 

For pharmaceutical compa- 
nies like Astra and Eabl Phar- 
macia (part of Procordia). 
which were faring well even 
before the krona was floated, 
the devaluation provides an 
extra boost For other groups, 
such as the car companies 
Volvo and Saab, the steel 
groups SSAB and Avesta Shef- 
field, and the forestry compa- 
nies Stora. MoDo and SCA. it 
means a return to competitive- 
ness and in many cases a 
return to profit after the diffi- 



Sverker Martm-Loff. upgraded 
results forecast of SCA 

cutties of the past two years, 
because they are all big net 
exporters from Sweden. 

For a third category, such as 
SKF and the big white goods 
manufacturer Electrolux, the 
benefits are not so positive 
because they are not such big 
exporters from Sweden and 
demand in many key markets 
remains weak. 

F or a loss-making com- 
pany like Volvo, pros- 
pects have been trans- 
formed by tbe combination of 
productivity improvements 
and currency movements. At 
its Torslanda car plant, It now 
takes 50 hours to produce a car 
compared with 75 hours last 
year. The company has esti- 
mated that a 13 per cent deval- 
uation of the krona is worth 
some SKi2bn in the long term. 

In the pulp and paper sector, 
there has been a similar trans- 
formation. Both MoDo and 
Stora can expect to be more 
than SKrlbn (S137m) a year 


better off following the devalu- 
ation if the krona stays at its 
current level. 

These and other export-on- 
entated companies have a big 
weighting on the Stockholm 
stock exchange, which is why 
Swedish share prices have 
risen by nearly 30 per cent 
since the krona floated. 

It also explains why Alfred 
Berg Fondkommission, the 
Stockholm-based securities 
house, calculated last month 
♦■ha t total profits for the top 35 
Swedish companies conld 
return to 1991 levels of 
SKr36bn in 1993 before advanc- 
ing further to SKr63bn In 1994, 
basing its forecast on a 15 per 
cent eventual devaluation and 
a rate of SKr750 to the dollar. 

The figures would represent 
a strong recovery from the 1992 
level of SKr7.6bn, although 
even the 1994 figure only takes 
the companies back to where 
they were in 1989. 

By contrast, tbe outlook for 
the domestic economy is bleak, 
not least because of the crisis 
in the banking sector. 

Many commentators expect 
credit losses in the banking 
system to be higher in 1993 
than in 1992, and no-one will 
have been encouraged by last 
month's announcement from 
SE Banken, Sweden's largest 
commercial bank, that it might 
need support from the state. 
Such difficulties could tighten 
the credit squeeze on the cor- 
porate sector considerably. 

Meanwhile, construction 
activity is set to fall further 
next year, prompting an 
increasing number of calls for 
mqjor infrastructure invest- 
ment programmes to help get 
revival under way. 

The best hope for the coun- 
try’s domestically-orientated 


companies is that interest rates 
will come down sharply «r 
1993. There has been some 
relaxation already, although 
the central bank is expected to 
keep a generally tight grip on 
monetary policy to hold down 
inflation. 

T he hope is that a combi- 
nation of lower -interest 
rates and higher exports 
will bring about discernible 
signs of recovery next , year - 
in rime to boost the re-election 
bopes of the coalition partners 
who form the minority govern- 
ment. 

However, the longer term 
prospects for Sweden's recov- 
ery will depend on how quickly 
it can cut its rising budget defi- 
cit and reduce public expendi- 
ture as part of an overhaul 
that promotes an enterprise 
culture. 

It will also depend on 
whether it has learned from 
the mistakes of the past In 
public, at least, few industrial- 
ists were calling openly far a 
devaluation before the event, 
precisely because they feared 
the long-term consequences 
would be negative. 

Mr Sten Westerberg, senior 
partner at Maizels Westerberg, 
says previous devaluations 
have proved wasted opportuni- 
ties for Swedish industry, as 
eventual overheating and cost 
inflation have eroded the ini- 
tial benefits. 

The same mistakes will not 
necessarily be repeated this 
time, as inflation pressures are 
much lower in a depressed 
international business climate. 
But there are many who still 
fear that they will recur and 
that Sweden will once again 
find it is uncompetitive later in 
the decade. 


Philips’ lighting division hack in the hlack in North America 


By Ronald van de Krol 
In Eindhoven 

PHILIPS, the Dutch electronics group, 
said yesterday that its lighting division 
managed to make an operating profit in 
North America in 1992 for the first time 
since 1984 

Mr Einar Kloster, president of Philips 
Lighting, also said that the company 
had “caught up" with the competition 
in new lighting products such as halo- 
gen lamps after falling behind by about 


two years at the beginning of tbe 
1990s. 

Mr Kloster declined to give further 
details of the lighting division's 1992 
results ahead of the scheduled release 
of group results March 4. Philips has 
been involved in a reorganisation in the 
US after acquiring Westinghouse's light 
bulb factories in 1983. 

He predicted that 1993 would prove to 
be a “very tough" year for lighting:. 

Philips’ lighting, business put in a 
strong performance in 1992. resuming 


its traditional role of "cash cow” after 
faltering briefly in 1990. In the first nine 
months of 1992, the division posted a 63 
per cent increase in operating profit to 
FI 602m (8325m) which helped to com- 
pensate for part of the downturn in the 
group's key consumer electronics busi- 
ness. 

Mr Kloster described the world light- 
ing market as stable, with Philips, Gen- 
eral Electric of the US and Osram, a 
subsidiary of Siemens of Germany, 
holding roughly equal shares of the 


market for conventional light bulbs. 

Mr Kloster said Philips must use the 
“window" opened by its competitors’ 
efforts to digest recent acquisitions to 
concentrate on becoming a low-cost pro- 
ducer. The Dutch company's aim is to 
equip its European factories to produce 
at least 200m light bulbs a year. 

It has already announced plans to 
close Its light bulb factory in Dijon, 
France, and redistribute this capacity 
among the group's five other European 
plants. 


NOTICE OF REDEMPTION N, 

MORTGAGE INTERMEDIARY NOTE ISSUER (No. 1) 
AMSTERDAM B.V. 

£50,000,000 Mortgage Backed Floating Rate Notes 2010 

NOTICE IS HEREBY GIVEN by Bank of America National Trust and Savings Association 
as Principal Paying Agent to the holders of the above Notes that, pursuant to the Trust 
Deed dated 5th February, 1985 under which the said Notes were constituted, outstanding 
Notes in aggregate principal amount of £1 ,175,000 have been selected for redemption on 
18th February, 1993 at their principal amount of £25,000 bearing the following serial 
numbers: 

169 418 1017 1048 1111 1192 1247 1372 1444 1728 

384 896 1039 1071 1129 1219 1272 1385 1459 1765 

398 912 1042 1074 1160 1227 1320 1397 1642 

401 917 1043 1094 1164 1228 1353 1403 1666 

416 927 1047 1108 1178 1246 1371 1429 1723 

Notes bearing these serial numbers should be surrendered to (i) Bank of America National 
Trust and Savings Association, 1 Alie Street, London El 8DE or at the option of the holder 
(ID to offices of Bank of America National Trust and Savings Association in Antwerp, 
Zurich or Banque International A Luxembourg as specified thereon. 

After 18th February, 1993 any unmatured Coupons relating to such Notes (whether or not 
attached thereto) shall become void and no payment shall be made in respect of and no 
talon shall be exchanged lor such Coupons. Notes outstanding after 18th February, 1993 
will aggregate to £5,975,000. 


US. $300,000,000 



Credit Lyonnais 

Subordinated 

Floating Rate Notes Due 2000 


Interest Rate 
Interest Period 


per annum 




Bank of America 


REPOLA LTD 

(ionneHy in the name of United Paper MQIs) 

US$ 100,000,000 Floating Rate Notes Due 1995 

Notice a hereby given that die Rate of Interest has been fixed at 
3-65% and that me interest payable on Ihe relevant Interest Payment 
Date July 1 9, 1 993 against Coupon No. 7 m respect of US$1 00,000 
nommd of the Notes wiM be US$1 ,835.1 4. 


January 19, 1993, London 

By: Citibank, N A (Issuer Services!, Agent Bank C/ / iBAN(G) 


Aires Finance Limited 

USD 39,291,000 

Secured Floating Rate Notes due 1993 to 1995 

For the period from January 15th, 1993 to July 1st, 1993 the Notes 
will carry an interest rate of 5.515625^ per annum with the following 
interest amounts: 


Interest Payment 
Period* 


Febi-uJrviil. 1993 - March i»i, J99K 
March ni. 1993 - April 01, 1993 

April 01. 1993 - May 04. 1993 

May UJ. 1993 - June 01. 1993 

June Ml. 199" - JulyOl. 1993 


Interest ant on tit 
per USD 


1.000 

10.000 

100.000 

2.53 

35.32 

253.23 

4.05 

40.52 

405.17 

4.35 

43.54 

435.39 

4.49 

44.94 

449.44 

3.69 

36.94 

369.43 

3. SI 

38.31 

383.05 


Banque Pnrihas Luxembourg 
Society Anonyme 
Agent Bank 


Dated: 19th January, 1993. 


Bank ol America NTSSA 


Appointments 

Advertising 

appears every 
Wednesday & Thursday 

Friday 

(International edition 
only) 
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CREDIT D’EQUIPEMENT 

DES PETTTES ET MOYENNES ENTREPRISES 

up to U.S. $200,000,000 
Guaranteed Floating Rate Notes 
Due 1996 

For the six months 19ch January, 1993 ru 19th July. 1993 the Notes will 
carry an Interest Rate of per annum .md Coupon Amount of 
U.S. $158.36 per U.S. Sb.OOO Note, payable on 19th July, 1993. 


Bankers Trust 
Company, London 


Agent Bank 


Currency Fax - FREE 2 week trial 
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xox f;cm C~:rt Ar.olysi 


?Sv*i:aw St.-e-il, London V/5 R 7HD, UK - 
exchange nz-tc specialists lor over 18 years 


ask Anne Whitby 
Tel: 07 1 -73A 7174 
Fax: 071-439 -J966 
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Republic of Finland 

US$1,000,000,000 
Floating rate notes due 
1997 

■ Notice is hereby gii<en that Ihe 
notes will bear interest at 
3.-I37S". per annum from 19 
January 190.1 to 19 July 1993. 
Interest payable on 19 July 
1993 will amount to US$17283 
per US$10,000 note and 
USSJ.320. 75 per USS250.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


Interest Period 19th January 1993 

19th July 1993 

Interest Amount per 

U.S. $10,000 Note due 

19th July 1993 U.S. $251.39 


Credit Suisse First Boston Limited 

Reference Agent 


BARINGS B.V. 

USS 150,000,000 

Guaranteed Floating Rate Capital Notes due 2001 

Payment of prmcrpHl and interest guaranteed bv 

Barings pic 



BARINGS 


In accordance with the provisions of the Notes, notice is hereby 
given that for tbe interest period from January 19. 1993 10 
July 19. 1993. the Notes will carry an interest rate of 5% 
per annum. 

The interest amount payable on the relevant interest payment 
date. July 19. 1993 against coupon 

No. 1 5 will be USS 251 39 The Agent Bank 

per Note of USS 10.000 ffyjrriK ir - , 

i utfTU KredBetbank 
V-A y 4 .x Luxembourg 



Bradford 
&Bi ncley 


S 200 . 000.000 

Floating rate notes 
due 1999 

Notice is hereby given that 
the notes will bear interest at 
7. 125% per annum from 15 
January 1993 to 15 April 
1993. interest payable on 15 
April 1993 will amount to 
S 1 75 68 per S 10. 000 note. 
Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


HMC Mortgage Notes 3 
PLC 

SI 1,500,000 Class B 
Mortgage backed floating 
rate notes due July 2015 

For the interest period 15 
January 1993 to 15 April 1993 
the notes will bear interest at 
8.3/25% per annum. Interest 
payable on 15 April 1991 will 
amount to 5235. 710.62 per 
5 1 1,500.000 principal amount 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


Den Danske Bank 
AJF/1871 AS 
¥4,000,000,000 

Floating Rate Notes 
Due 1994 

Native is hereby given chat the Rale of 
ihf Imerest Period from 
£S UJ, >* ,w M 1 9th July. 1993 
ii£u ar,I 3iET’- Inicrcs: payable 

J 993 W{H mm 10 

'-i;- 24 * per VI0JXCJM0 principal 
amount of die Notes. 

'Agent Bank 

Tbe Long-Term Credit Bank 
of Japan, Limited 
Tokyo 
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Five-fold rise in 
net earnings for 
NationsBank 


INTERNATIONAL COMPANIES AND FINANCE 


By Alan Friedman 
in New York 

NATIONSBANK, the large 
south-eastern US regional 
yanking group formed in 1991 
by the merger of C & S Sovran 
and NCNB, yesterday reported 
Sl.lSbn of net earnings for the 
whole of 1992, more than five 
times the previous year’s level 

The bank's earnings had 
been held back in 1991 by 
heavy merger- related restruct- 
uring charges and provisions 
for bad and doubtful debts. 

In the fourth quarter of 1992, 
NationsBank said net Income 
was 8234m, or 92 cents a share, 
even after a one-time $50m pre- 
tax provision caused by clo- 
sures and merger-related con- 
solidations. In the same quar- 
ter of 1991, it suffered a loss of 
3244m, or$i.08 a share. 

NationsBank is the fourth- 
biggest bank in the US, with 
total assets of SllSbn and more 
than 1,700 offices in nine states 
and the District of Columbia. 

Mr Hugh McColl, chairman 
and chief executive, yesterday 
described its first full year of 
operations as ‘‘extraor dinar ily 
successful” and said the bank 
was ahead of schedule, since 


300 of some 400 planned merger 
consolidation projects had 
already been completed. 

He noted that the bank’s 
level of non-performing assets 
had declined by 29 per cent In 
1992, to Si -99b n. Bad debt pro- 
visions declined to $l.45bn 

from Ji.6bn in 1991, while net 
write-offs fell to 8886m in 1992, 
from $l.3bn the previous year. 

Mr McColl said NationsBank 
was proceeding with expansion 
plans, including a deal with 
Dean Witter, tbe brokerage 
house partly-owned by Sears 
Roebuck, to form a joint ven- 
ture retail securities company. 

Total shareholders' equity 
rose by 20 per cent in 1992, to 
57£bn. The bank's ratio of cap- 
ital to assets under the Tier l 
regulatory measure used in the 
US stood at a healthy 7.54 per 
cent at year-end. 

Net interest income 
improved by 6 per cent last 
year, to $4.19bn, thanks to 
wider spreads being enjoyed by 
the entire US banking indus- 
try. Non-interest income 
increased by 10 per cent in 
1992, to $3.97bn. 

On Wall Street, Nations- 
Bank’s share price declined by 
to $51% before the close. 


Trial arbitration scheme 
for Canadian securities 


By Bernard Simon 

CANADIAN securities dealers 
and the Vancouver Stock 
Exchange are launching an 
experimental arbitration ser- 
vice to provide a quick and rel- 
atively inexpensive way of 
resolving disputes between 
stockbrokers and clients. 

The service initially will be 
confined to claims of less than 
C$25,000 (US$19,500). 

Members of the Investment 
Dealers' Association, including 
most of the firms trading on 
the VSE, will be required to 
submit to binding arbitration if 
this is requested by a disgrun- 
tled client. Neutral arbitrators 
will be provided by tbe British 
Columbia International Com- 


mercial Arbitration Centre. 

The new scheme is an effort 
to defuse criticism that the 
self-regulatory efforts of securi- 
ties dealers and stock 
exchanges have failed to pro- 
vide adequate protection to 
investors or sufficiently harsh 
penalties on wrongdoers. 

Under the rules, the arbitra- 
tor will be required to submit 
his findings within 60 days of a 
hearing. The arbitrator will 
also apportion costs, which are 
typically expected to total 
about C$1200, excluding legal 
fees should the parties decide 
to be represented by lawyers. 

The IDA said it would set up 
a national arbitration system if 
the British Columbia project 
proves successful 


Bank of 
Montreal 
increases 
dividend 

By Bernard Simon 
in Toronto 

BANK of Montreal, which 
posted the strongest earnings 
growth among Canada’s six 
big banks last year, has raised 
its quarterly dividend and 
plans a 2-for-l share split 
BMO announced at its 
annual meeting yesterday that 
the quarterly dividend would 
rise to 56 cents a share from 
58 cents. The increased divi- 
dend will be paid to sharehold- 
ers of record on February 8. 

The share split will be 
achieved by declaring a 100 
per cent stock dividend, to be 
paid on March 20 to sharehold- 
ers of record on March 5. 

BMO lifted net earnings by 
7.5 per cent to CS640m 
(USS499m) in the fiscal year to 
October 31, compared with an 
average 50 per cent drop for 
the big six. It also posted the 
second-highest return on 
shareholders' equity, of 14 per 
cent. 

Although its loan-loss provi- 
sions rose substantially last 
year. BMO has a smaller expo- 
sure than most of its competi- 
tors to Olympia & York and 
other troubled property 
groups. 

Except for problems with a 
western Canadian coal mining 
company, the bank said in its 
latest animal report that “the 
rest of our portfolio withstood 
economic pressures very well" 
BMO Is gradually integrat- 
ing its services with those of 
its wholly-owned US subsid- 
iary, Chicago-based Harris 
Bankcorp. The two banks have 
merged their services to large 
corporate clients. 

BMO’s new trust-company 
subsidiary, officially launched 
last week, is expected to draw 
heavily on Harris’s experience 
in fiduciary services. 

• PWA's Canadian Airlines 
International is reinstating 14 
of the 32 flight segments it 
had suspended from its sched- 
ule earlier this month in an 
effort to tackle overcapacity. 

“We cannot maintain 
reduced capacity in the doable 
digits when Air Canada 
responds with a 3 per cent 
reduction.” said a Canadian 
Airlines official 


Strong final quarter lifts Primerica to $593m 


By Patrick Harverson in New York 

PRIMERICA. the diversified US 
financial services group, yesterday 
announced a 16 per cent increase in 
fourth-quarter profits to 8153.3m, in 
spite of a decline in brokerage earnings. 

The strong final quarter took 
Primerica's full-year 1992 profits to 
$593m, a 24 per cent improvement on 
the $47&£m earned tn 1991. 

A net gain of 868m from the sale of 
securities holdings and other assets, 
combined with lower debt costs and 
solid Increases in profits at Primerica's 
consumer finance and insurance 
services divisions, helped to offset 
the drop in net income at the group’s 


Smith Barney stockbroking unit. 

Smith Barney reported a profit of 
$38 2m in the final quarter, down from 
$49 Bm a year earlier. 

The decline in earnings was 
attributed to lower trading revenues, 
the result of market conditions that 
were less favourable than in the fourth 
quarter of 1991, which was a 
particularly strong period for US equity 
markets. 

Although profits tailed off in the final 
quarter. Smith Barney still produced 
record earnings of $170.lm for the full 
year, well up on the previous high of 
8152.4m reported in 1991. 

Large increases in broking, 
investment banking and asset 


management revenues were behind the 
record performance. 

Elsewhere in the Primerica group, 
earnings were higher than a year ago. 
Consumer finance services recorded net 
Income of $51.3m in the fourth quarter, 
up 13 per cent on the same period a 
year earlier and once again the result of 
cost containment measures and lower 
loan loss provisions. 

FuU-year earnings at consumer 
finance services reached S193.5m. up 
from $175m in 1991. 

Profits from insurance services in the 
fourth quarter rose 19 per cent to 
$46.8m, taking the division’s annual 
profits to $187.3m, compared with 
$17L8m in 1991. 


Sales of new life insurance remained 
Oat, but mutual fund sales soared in the 
final three months of the year, boosting 
total sales for the year to Sl.lbn. up 36 
per cent on 1991. 

Corporate expenses dropped sharply 
in the quarter, falling from $16.8m a 
year ago to S6.7m, thanks primarily to 
low US interest rates, which reduced 
the cost of Primerica's debt. Overall 
expenses in 1992 fell 51 per cent to 
$48£m. 

Primerica also said yesterday it 
planned to take a charge of about 815m 
in tbe first quarter of this year to cover 
the costs of adopting new accounting 
procedures relating to post-retirement 
benefits. 


Retailing revolution south of the border 

Mexico’s larger store chains are joining forces with US groups, writes Damian Fraser 


S PEND a Saturday at 
Mexico City's Club Aur- 
rera. the membership- 
only discount store half-owned 
by Wal-Mart, and you may 
never want to shop again. You 
will have to wait an hour to 
enter the car park, fight off 
customers to find a trolley, and 
spend another hour in the 
queue for a cashier. 

Inside will be thousands of 
businessmen stocking up on 
office supplies, merchants buy- 
ing supplies for their own 
shops, and elegant housewives 
buying imported food and 
clothes. 

Company executives proudly 
say the Polanco Club Aurrera 
sells more per square metre 
than the most successful 
Sam's-Club (Club Aurrera’s 
twin) in the US. 

Wal-Mart's outstanding suc- 
cess is the first sign of a'revo- 
lution in Mexican retailing, 
spurred by competition in the 
sector, the opening of the econ- 
omy to imports and the 
impending North American 
free trade agreement. 

S mall comer stores are los- 
ing business to the supermar- 
kets. In turn, small supermar- 
kets are being swallowed up by 
a handful of large Mexican 
chains. And the large chains 
are forming alliances with the 
giant US retailers. 

Wal-Mart's partner is Cifra, 
Mexico’s largest retailer: Price 
(Hub, the US warehouse dub, 
has a similar venture with 
Comerrial Mexicana, the third- 
largest Mexican retailer: 
Gigante, Mexico's second-larg- 
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Consumer choice: US stores gain access to an emerging market 


est retailer has formed a joint 
venture with Fleming, the larg- 
est US wholesaler. 

Not to be outdone, Liverpool, 
Mexico's up-market retail 
chain, announced in December 
a joint venture with K mart. 
They intend to invest S500m to 
build 100 K mart stores in 
Mexico. 

All these joint ventures have 
much the same purpose. As Mr 
Juan Carlos Mateos, planning 
director at Gigante, explains: 
"They have tbe know-how and 
we have the know-who.” 

The US retailers are gaining 
access to an emerging, con- 
sumer-starved market of 85m 
people, where profit margins 
are around 6 per cent on sales 
- around double those in the 
US. Tbe Mexicans, in turn, 
have immediate access to US 


technology, distribution and 
buying-power. 

The big winners are Mexican 
consumers, who can buy a vast 
array of (often imported) prod- 
ucts at almost wholesale 
pricess. 

B ut many, especially 
small undercapitalised 
Mexican suppliers will 
suffer. Tbe big retailers, unlike 
the comer stores, buy in bulk 
or not at all: are quick to 
import if quality and price are 
better abroad; and expect 
goods to be packaged to their 
taste, with bar codes added, 
and to' be delivered at the time 
they say. 

Wal-Mart and Cifra have set 
the trend, opening their first 
Club Aurrera last March, with 
two more soon afterwards. 


They plan to launch another 
six before the end of this year. 

In June, Cifra and Wal-Mart 
extended their joint venture, 
and formed two Jointly-owned 
companies. Tbe first is admin- 
istered by Cifra, and consists of 
new Cifra supermarkets under 
existing Cifra brands: the sec- 
ond is administered by Wal- 
Mart, and comprises Wal-Mart 
supercentres. Club Aurrera. 
distribution centres and an 
import-export company. 

Cifra says it will benefit from 
Wal-Mart's technology that 
should enable it to control 
stocks better and increase 
turnover. Longer term, it hopes 
Wal-Mart will help Cifra 
expand from its base in central 
Mexico by improving distribu- 
tion channels, says a company 
official 

Wal-Mart has “the best dis- 
tribution system in (be US”, 
says Ms Christine Aimer, an 
analyst at Baring Securities in 
Mexico City, and "will help 
Cifra become a national 
retailer.' 

Gigante has already opened 
a non-membership "price- 
impact” supermarket (called 
Supermart) with Fleming in 
the small town of San Juan del 
Rio, with another three expec- 
ted to open by April The com- 
pany hopes to open about 10 
Supermart stares a year, and 
to have 50 stores in operation 
in five years, with sales of 
$lbn. 

The company is aiming at 
middle-size Mexican cities, 
where there are fewer super- 
markets and profit margins are 


higher. Fleming is helping 
Gigante scan goods as they 
enter and leave the shop, thus 
helping control stocks, and 
advises on the lighting and lay- 
out of the stores, says Mr 
Wayne Epperson, head of the 
joint-venture. 

But Mr Epperson is in little 
doubt that Fleming could not 
enter Mexico without help 
from Gigante. He, like Mr 
Mateos, hints one day the joint 
venture will be extended to 
include other Gigante stores. 

L iverpool’s joint venture 
with K mart is perhaps 
the most incongruous, 
since Liverpool is an upmarket 
department store chain but 
will be managing K mart-style 
food and general goods stores. 

“The joint venture," says Mr 
Michel Marcos, Liverpool's 
director-general, of Liverpool 
"will enable us to expand into 
different markets." 

Like all US and Mexican 
retailers, Liverpool is betting 
that Mexico's economic 
reforms will raise the purchas- 
ing power of the middle- and 
lower classes, making US- style 
mass-market discount stores 
profitable. 

Significantly, Liverpool and 
Cifra are using their US alli- 
ances to promote Mexican 
goods in the US through joint- 
ly-owned export-import compa- 
nies. Both companies know 
that unless Mexico's relish for 
consumer goods is matched by 
increased export revenues, the 
future for the retail sector is 
bleak. 


JAPANESE 

FINANCIAL MARKETS 


The FT propose 10 publish ibis survey on 
March 2 1993 

Japanese markets like their European counterparts have 
been hit by tbe current world rcccswoti but Japan remains a 
major economy with enormous potential. 

In a special survey, Ute Financial Times reports on the latest 
developments aflSxim* Japanese financial sectors ■ a vital 
perspective for anyone wanting to do business in Japan. 

For Further information, please call 
Taisuko Dawes 
Teh 07J-373 3260 
Fax; 071*73 3595 
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A new account designed specially to provide all the benefits you 
could want for your savings. 


HIGHER RATES OF INTEREST 


FOUR LEVELS OF HIGH INTEREST -The more you put m tbehigher die rate of 


ACCOUNT BALANCE 

GROSS RATE 

CAR* 

£5,000- £9,999 

6.50% 

6.66% 

£10,000-£24,999 

6.625% 

6.79% 

£25,OOOi£‘l9,999 

6.75% 

6.92% 

£50,000+ 

6.875% 

7.05% 


Annual nnc B me . ~ T - - ■ ■ — 

n Ifer mm. Na hurt*- ** «“**«* 


SPECIAL INSTANT ACCESS 


to loiofyour balance «l*om giving nonce and ' w«hout b<curnr«a penalty, 
arc not limited to the one penalty ^ 

withdrawals without penalty dmply by giving 90 days notice. 


CONFIDENTIALITY 


You have 0pCra,ed 

hoima . rum n*id>of*.ru,,vr,ii 

Registered m England No. c— j*nd 

• todstered Office- 3 Princess Way. RctihlU. Surrey RH I \SP. England 



DEPOSIT ACCOUNTS 

To- t«iat»enC»nw^ .. m l rfc. l »-- t 1 in ^nuxiP f—mi n«. 

NAME i Mr. Mr- Mtv. M»> — — 

ANMESS — 
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v Den norske Bank 

(Formerly Bergen Bank A1S) 

( Incorporated in the Kingdom of Norway with limited liability t 

U.S.$75,000,000 
Floating Rate Notes Due 1997 

(n'ith the right to subordinate) 

Notice is hereby given that the interest payable on the relevant interest 
Peymera Date. February IB, 1993 for the period August 13, 1992 to Feb- 
ruary 1 6. 1993 against Coupon No. 1 5 in respect of U.&85.000 nominal of 
the Notes will be U.SJB94.76 and in respect of U.SJS2S0.000 nominal of 
the Notes will be U.5.S4.738.00. 


January 19, 1993, London 

By: Citibank, NA (Issuer Services). Agent Bank 


CmBANCO I 


Tenneco Inc 


HOUSTON, TEXAS 


1933 
is our 47th 
consecutive 

year of cash 
dividend 
payments 


The 1993 first quarter dividend ol 40c per share 
on the Common Slock will be paid March 9 lo 
stockholders ol record on February 24. About 
114,000 stockholders will share in our earnings. 

Kart A. Stewart, Vice President and Secretary 


MORE INFORMATION AT YOUR FINGERTIPS, 

The NEW Futures Pager now updates even more Currencies, 
Indices, Futures and Interest Rates every 2 minutes, 24 hours a day. 
Can 071-895 9400 now for your free trial. 


FUTURES PAGER 


Questcorp 

rhe usrev: rros; reliacli? servo: vscC b> Intituticnj Warfd-wCc 
Glcbjl futures Options fc-!« Newj V:a FM. 

-.liable or: r pert^is or c'i : s*:sp PC .it tin: Icwc:: p=>SS:P. ; c price. 

For further ifi'srmjoon cal; C7i -972 9772. 


£350,000,000 

ha ufS* 

HALIFAX 

BUILDING SOCIETY 
Roaring Rate Notes 1995 


Raw 


7.1251b 


Jrmrmtf’anod I5m Jammy 1993 

15th April 1993 

Merest Amount 
l&sfi April 1993 par 

£10.00100 now t!2r5 

BO-OOtUONoW 

Crrdit Satoc Flm Boston UmUtd 


SGA SOCIETE 
GENERATE 
ACCEPTANCE N.V. 

FRF 300.000.000 
REVERSE FLOATING 
RATE NOTES DUE 
OCTOBER 15,1997 

For the period 
January 15, 1993 
to April 15, 1993 the new 
rate has been fixed 
at 4% PA. 

Next payment date: 
April 15, 1993 
Coupon nn 3 
Amount: FRF 10 000 
for the denomination 
of FRF 1000 000 

THE PRINCIPAL 
PAYING AGENT 
SOGENAL 

SOCIETE GENERALE 
GROUP 

15, Avenue Emifa Reuter 

LUXEMBOURG 


UNION BANCAIRE PRIVEE 


unique blend of 
Capital strength, 

Swiss “savoir-faire" and 
Innovative asset management. 

A Swiss Bank 
for private investors 
worldwide. 


UNION BANCAIRE PRIVEE 

GENfcVE 

PERSONALISED FINANCIAL MANAGEMENT SERVICES 

A PRIVATE BANK KKSULTING FROM Tills UNION OF COMPAGMt: UK BANgUI-I ITT U'LNVI-STISSF^MLNTS 
wmi TUB “AMERICAN EXPRESS BANK. TOTA1. IWANO! SHEET IN EXCESS OF TliN INL1JON SWISS 
FRANCS. CAPITAL AND TOTAL HESKKVUS IN EXCESS OF lUCIIT HUNDRED MU J JON SWISS FRANCS. 



GEN&VE - ZORICH - LUGANO - LONDON - NASSAU - NEW YORK - TOKYO - HONG KONG - AMERICA LATINA 
























- — ■ TUESDAY JANUARY 19 1993 


INTERNATIONAL. COMPANIES AND FINANCE 

Brother Industries falls into the red I ? lax0 B!ts 


By Robert Thomson in Tokyo 

BROTHER Industries, the 
Japanese office equipment and 
sewing machine maker, yester- 
day reported a Cull-year 
operating loss of Yl.27bn 
(510.8m), the first since its 
listing 31 years ago and 
a sign of the extreme pressure 
on the country's machinery 
makers. 

The company managed to 
register a pre-tax profit in the 
year to end-Novemher of 
Yl.lbn, down 69 per cent, but 
said a 2.7 per cent fall in sales 
to YiSO.Sbn was responsible for 
the turn round from an operat- 
ing profit of Y48lm in the pre- 
vious year. 

Having announced a 


restructuring plan last year, 
under which the product line is 
to be trimmed by 30 per cent 
and 10 per cent of workers are 
to be transferred to new ven- 
tures, Brother is under pres- 
sure to make deeper cuts to 
bolster profits. 

It said yesterday that execu- 
tives* bonuses would be 
halted, but the real problem 
was the company's shrinking 
sales base and the increasing 
competition in the office 
equipment market which had 
been targeted for sales 
growth. 

Sales have now fallen for 
three consecutive years, and 
the ambition to rely increas- 
ingly on sales of office equip- 
ment and other industrial 


machinery has been under- 
mined by the sharp fall in capi- 
tal spending by Japanese com- 
panies. 

Brother said domestic sales 
fell &5 per cent over the year, 
and while exports to the CIS 
Increased, there was weaker 
demand from Europe. 

Domestic demand for indus- 
trial sewing equipment has 
been hurt by the mounting 
pressure on local garment 
makers, whose sales have 
fallen because of the increasing 
quality of low-cost imports 
from China. 

For the current year, sales 
are expected to decline by a 
further 2.3 per cent to Y157bn, 
while pre-tax profit Is forecast 
to rise 64 per cent to Y1.8btL 


• Omron, a Japanese manu- 
facturer of control components, 
is to embark on a three-year 
streamlining plan that includes 
reducing capital investment in 
plant and equipment and over- 
all staffing, AP-DJ reports 
from Tokyo. 

The plan will allow Omron to 
see group earnings rise even if 
sales growth is Oat. the com- 
pany said. 

It added that the move would 
reduce staffing at group com- 
panies by 1.500. or 9.4 per cent. 
The Omron group employs 
about 16,000. 

The company said Omron 
also planned to cut capital 
investment at group companies 
by 33 per cent to YlObn a year 
from Y15bn annually. 


Soeryadjayas sell 42% stake in Astra 


By William Keeling In Jakarta 

THE Soeryadjaya family 
yesterday sold over 100m 
shares In Astra International, 
which dominates Indonesia's 
vehicle sector, to a 19-member 
consortium in a deal worth at 
least Rpi,000bn (S434m). 

In a flurry of trading yester- 
day. 102.5m Astra shares. 42 
per cent of the company, 
passed through the market at 
Rp 10,000 a share. 

The sale valued the shares at 
about 30 times estimated 1993 
earnings, compared to the mar- 
ket average of 15 times, and 
coincided with further bad 
news on vehicle sales. Astra 
yesterday revealed sales down 
30 per cent year-on-year in the 
12-months to last November to 
101,309 units. 


Sega upgrades 
profit forecast for 
current fiscal year 

SEGA Enterprises, a leading 
Japanese video-game maker, 
has revised upwards its earn- 
ings forecasts for the fiscal 
year ending March 31. AP-DJ 
reports from Tokyo. 

The company says it is see- 
ing strong demand for its 
arcade-style video games 
worldwide and home-use units 
overseas. 

Sega predicts full-year sales 
of Y341bn ($2.75bn). up 60 per 
cent, and pre-tax profits of 
Y55bn, up 64 per cent. 


The Soeryadjaya family, 
founders of Astra and, until 
last month, its majority share- 
holders, still hold an estimated 
12. 4m shares. They may be 
forced, however, to sell this 
stake to repay depositors of 
their privately-owned, bank- 
rupt Bank Summa, which was 
ordered into liquidation in 
December owing RpUfflObn. 

Details of yesterday’s trans- 
actions have not been released 
but brokers believe the four 
main purchasers, taking 49m 
shares, were companies con- 
trolled by Mr Prajogo Pan- 
gestu. a timber tycoon; Mr 
Liem Sioe Liong, who runs the 
Salim Group; Mr Henry Pri- 
badi, head of the Napan plas- 
tics and petrochemicals group; 
and Mr Murdaya Po, who 
runs Berea, a light indus- 


try and electronics group. 

Brokers say Bank Danaxnon, 
a publicly-listed bank, has 
taken 5m shares, while Bank 
Exim and Bapindo, both state- 
owned banks, have bought 10m 
shares each. State-owned com- 
panies now own 27 per cent of 
Astra. 

While yesterday's sale has 
resolved the company’s owner- 
ship crisis, brokers say Astra 
still faces hard times. 

The high sale price, 
“increases the likelihood the 
new owners will restructure 
the company, perhaps by sell- 
ing-off assets. ” said one foreign 
broker. The sale was at a pre- 
mium to Astra shares traded 
on the regular market which 
closed last week at Rp9,000 a 
share. 

Bankers to Astra, which has 


loans and facilities from for- 
eign banks of more than 
$900m. remained cautious 
about the ownership change, 
having earlier expressed reser- 
vations about some of the buy- 
ers. Those looking to Toyota, 
Astra's principal joint-venture 
partner, for a lead were disap- 
pointed. 

The Soeryadjayas have 
placed 20m Astra shares in 
escrow while negotiating with 
Toyota for their sale. Toyota 
had expressed reluctance to 
buy the shares until the iden- 
tity of other new shareholders 
was confirmed. 

A Toyota official said yester- 
day the company remained 
undecided as to whether to buy 
the shares and is "still consid- 
ering . . . whether, or how, to 
assist Astra International”. 


BCE to dispose of SHL shares 


By Robert Glbbens 
in Montreal 

BCE. Canada's biggest 
telecommunications group, is 
selling its 25.6 per cent Interest 
in the fast-growing interna- 
tional systems integrator, SHL 
Systemhouse for CS83m 
(USS64.8m) 

The 9.7m SHL shares are 
being sold via a secondary 
offer underwritten by Gordon 
Capital at CS8.55 each. The 
offer closes on February 10. 

SHL was part of the Kinbum 


hi-tec and packaging group in 
the mid-1980s. BCE, then still 
on a diversification course, 
invested CS400m in SHL and 
Kinbum equity and loans. But 
Kinbum failed early in the 
recession and BCE wrote down 
its investment by CS224m in 
1990. 

Early in 1991, it planned to 
raise its 25 per cent stake up to 
60 per cent and use a revamped 
SHL as the data processing 
centre for Beil Canada, its tele- 
phone unit But the plan ran 
into opposition and BCE 


decided to sell. SHL is now 
expanding fast in the US and 
Europe under new manage- 
ment and is profitable again. 

Bell Canada has formal Bell 
Sygma as a data processing 
and telecommunications 
systems management and ser- 
vice unit. Its own DP 
operations are being trans- 
ferred to Sygma. BCE is con- 
centrating on competing with 
Unitel, now 20 per cent owned 
by AT&T, in the long-distance 
market and in building its 
global telecom business. 


Glaxo lifts 
investment 
in BioChem 
Pharma 

GLAXO HOLDINGS, through 
its main Canadian subsidiary, 
has put a farther C$30m 
(US$23. 4m) into BioChem 
Pharma, a Montreal drug 
research group, by exercising 
an option on 3.9m BioChem 
shares, writes Robert Gib bens 
in Montreal. 

Glaxo took the option nearly 
three years ago when it 
backed BtoChem's 3TC anti- 
Aids drug with a commitment 
of C$125m for development 

The exercise price was 
CS7.S0 a share, against BioCh- 
em’s market price of around 
C$20 a share last Friday. 

Glaxo now holds 17 per cent 
of BioChem and has Invested a 
total of C$72m so far in equity 
and research money. 

The agreement between both 
companies covers BioChem 
compounds for viral diseases. 

Rong Yiren to 
retire as Citic 
chairman 

MR RONG YIREN, chair man 
of China's state-owned China 
International Trust and 
Investment Corp ((Stic), is to 
retire, according to a senior 
official of the listed Hong 
Kong unit, Citic Pacific, Reu- 
ter reports from Hong Kong. 

Mr Rong, known as China's 
“red capitalist", has bunt Citic 
into an internationally recog- 
nised conglomerate with 
operations and investments 
throughout china and in other 
countries. 

Rumours have long circu- 
lated in Beijing that he would 
retire to take up a senior gov- 
ernment position. 


Hawker Siddeley 
Canada chief quits 

MR RONALD COLE has 
resigned as president, chief 
executive and a director of 
Hawker Siddeley Canada, 
AP-DJ reports. 

The resignation, announced 
yesterday, was effective Janu- 
ary 15. The company did not 
name a successor and gave no 
reason for the resignation. 


Qantas to axe 1,835 in 

cost-cutting programme 



By Kevin Brown in Sydney 

QANTAS, the government- 
controlled Australian airline, 
plans to make 9 per cent of its 
workforce redundant over the 
next two years to help cut 
costs by ASi58m (USSi08.9m) a 
year. 

Yesterday’s announcement 
follows a review by Coopers 
and Lybrand. the accounting 
firm, which said the 1.835 
redundancies would save 
AS95m a year. The remainder 
of the savings are to be 
achieved by increasing effi- 
ciency. 

The redew was set up after 
the merger of Qantas and Aus- 
tralian Airlines, the govern- 
ment-owned domestic airline, 


in September. The two airline 
have already shed a total 5.000 
staff in the past IS months. 

Mr John Ward, Qantas chief 
executive, said the savings 
were essential to increase effi- 
ciency in the run up to the 
flotation of the governments 
75 per cent shareholding, 
expected later this year. 

“The Qantas group can cur- 
rently be counted among the 
top 10 airlines In the world. 
The simple truth is that we 
must continue to improve our 
productivity by 5 per cent per 
year to retain this position," he 
said. 

Mr Ward said Qantas would 
shortly begin discussions on 
potential synergies with Brit- 
ish Airways, which recently 


acquired a a 25 per cent stake 
in the airline. He said the dis- 
cussions could lead to further 
job lasses. 

Qantas said it hoped the 
trade unions would co-operate 
with the redundancy pro- 
gramme. which will be delayed 
until early next month to give 
them time to respond. The air- 
line hopes to achieve at least 
60 per cent of the job losses 
through voluntary redun- 
dancy. 

Qantas recorded a net profit 
of ASl37m in 1991-92, but Aus- 
tralian suffered a loss of 
A 538.4m, mainly because of 
recession and farecutting fal- 
lowing the deregulation of Aus- 
tralian domestic aviation In 
1990. 


Highlands Gold slides 18.6% 


By Kevin Brown 

HIGHLANDS Gold, the Papua 
New Guinea mining company, 
yesterday blamed falling gold 
prices and lower sales for an 
18.6 per cent cut in net profits 
to K21.9m (S22.5m) for the six 
months to December 13. 
Highlands, 65 per cent owned 
by MIM Holdings, the 
Australian resources group, 
has a 30 per cent stake in the 
Porgera gold mine, which is 


the focus of a dispute with the 
PNG government. 

Net profits soared 78 per cent 
to K51.86m In the year to 
end-June, following Porgera's 
first full year of production, in 
which output was significantly 
higher than expected. 

However, confidence in the 
Porgera project was shaken in 
November when the PNG 
government said it wanted to 
increase its 10 per cent holding 
to 30 per cent 


Foster’s Brewery wins 
control of Cascade 


By Kevin Brown 

FOSTER'S Brewing, the 
Australian beer group, yester- 
day announced a deal with 
Wilson Neill or New Zealand 
which will give it control of 
Tasmania’s Cascade brewery. 

Foster’s said Carlton and 
United Breweries (CUB), its 
wholly-owned subsidiary, 
would establish a 50-50 partner- 
ship with Cascade Group, 
wholly-owned by Wilson Neill, 
to acquire the Cascade name 
and a brewery in Hobart 

The joint venture company 
will be controlled and operated 
by CUB. 

Foster's said Wilson Neill 


would receive A$27m 
(US$18.6m) for the Cascade 
name and the brewery, but 
would retain the Cascade 
group's other assets, which 
Include fruit juice manufactur- 
ing, a second brewery in Laun- 
ceston, and a chain of public 
houses. 

The deal ends nearly a year 
of speculation about the future 
of Cascade, which Is one of 
Australia’s most popular bou- 
tique beers. 

However, the agreement is 
subject to the approval of the 
Tirade Practices Commission, 
which last year blocked a pro- 
posed outright sale of Cascade 
to CUB for ASlOOm. 


Highlands and its two 
joint-venture partners, Placer 
Pacific and Renison Goldfields 
Consolidated, have resisted the 
government, and are holding 
protracted talks on the issue in 
Port Moresby. 

Highlands also holds about 
30 exploration licence areas in 
Papua New Guinea and it is 
negotiating with the 
Indonesian government to 
explore an area in northern 
Sumatra. 


Barlow Rand 
plans stock 
distribution 

SHAREHOLDERS in Barlow 
Rand, South Africa’s leading 
industrial conglomerate, voted 
unanimously to distribute by 
dividend a portion of the com- 
pany's 22.2m shares in Randg- 
old & Exploration, AP-DJ 
reports from Johannesburg. 

The distribution will be in 
the ratio of six ordinary shares 
in Randgold for every 100 Bar- 
low Rand shares held at the 
close of business on January 29 
1993 and will result in Barlow 
Rand's interest in Randgold 
being maintained at approxi- 
mately 35 per cent 

Randgold shares will be 
listed on the Johannesburg 
Stock Exchange on February 1. 


MFC Finance No.1 PLC 

Mortgage Backed Floating Rate Notes Due October 2023 
In accordance with the Terms and Conations of Ihe Notes, 
notice Is hereby given that the new interest rates and periods in 
respect of the subject Notes are as follow s:- 
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PACIFIC GROWTH FUND 

Sicav 

2, boulevard Royal, L-2953 Luxembourg 
R.C. Luxembourg B-23332 

DIVIDEND ANNOUNCEMENT 

PACIFIC GROWTH FUND will pay a dividend of USD 0.20 per 
shore on the shares outstanding on January 19, 1993. 

Shares will be traded cx -dividend as from January 19. 1 993. 

The payment date will be on January 26. 1993. 

The dividend is payable to holders of bearer shares against presen- 
tation of coupon no 7 lo the following bank: 

Ranquc Internationale a Luxembourg 
2, boulevard Royal 
L-2953 Luxembourg 
Grand-Duchy of Luxembourg 

The Board of Directors of 
PACIFIC GROWTH FUND 





FT GUIDE TO WORLD CURRENCIES 


The table below gives the latest available rates of exchange (rounded; against four key currencies on Monday, January. 18, 1993 . In some cases the rate Is nominal. Market rates are the average of buying and selling 
rates except where they are shown to be otherwise, la some cases market rates have been calculated from those of foreign currencies to which they are tied. 
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GAHTMORC JAPAN WARRANT FUND 

SodM dVwesUsaemert A Capital Variable 
39, AMa Schaffer 
L-2520 Luxentttug 
RCLunntiawx 923063 

NOTICE OF THE ANNUAL GENERAL MEETtfG OF &MEHOU9ERS 

Ihe snarehakm at OMTMOHE JAPAN WARRANT FUND am haraby omnd to aland Pm 
Annual General Ueett< or Shareholder* M beheld «t Vie ratfMored obhe or the Company on 
February OS. 1993 « 11_30 un »*n *m fanawfr« Apnnda: 

L Reports el he Chairmen el tie Beard el B enwt and tn Independent AuW to. 

2. Approval tt die Statement of Not Assets ae at Sept em ber aa 1992. and »ta Statement 
or Opo n rt to n a Mr OM year ended Sa p e ei T M er 30, 1992: 

3. Appropriation o< net results. 

4. Olschorfe or the Dtectors end the Independent AinHtor. 

5. HOHdacOon el Bn Dfeaetars xo ww until Ola raid Annuel General Vlae B np, 

6. Reflection of the hdapendant AudRor to earn wul the iwtArmul General Ueeln( 

7. Mleoelanaous. 

Decision* on the Mww Items require no quorum and may be passed by a simpla majority of 
Bn votes present or lopresanted. 

The hoMen or bearer shore* should deposit tfnrir shares at Most Ora steer <fcv* In oAranea 
or he meeans at Banqua Indosuaz luMiilnuit 39. Atte Seheffer. L-2520 UMemhau*. 
□rend Duchy cl Luxembourg 

By order or the Board al Okecton 
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US$ 100,000,000 
A/S JYSKE BANK 
Floating Rate Notes 
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Interest Rate 
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(Hone al the Notea) 


Interest Period Jaraay 19 ^1 993 

Interest Amount due on 
Jufy 19, 1993 per 

US$ 10.000 US$ 257.67 
US$ 250,000 6.441.84 

Ban ops GenftAAuiW Lemur boukg 
A gent Bank 


Fly JAL and earn free 
round trip tickets. 

Call your nearest JAL office for details of JAL Mileage Bank Europe. 

































INTERNATIONAL CAPITAL MARKETS 


Tap sales raise record FI 9bn for 10 


“'.T ,na Sharpe and Sara 
wehh in London and Emiko 
Terazono In Tokyo 


EUROPE S higher-yieldins 
government bond market' 
showed strong gains as per 
ceived tensions witliin tht 
European exchange rate mecb 
amsm subsided, sparking 


government 

BONDS 


hopes of cuts in short-term 
interest rates. 

Among the hard-core Euro- 
pean bond markets, the 
Netherlands outperformed Ger- 
many which was held back by 
comments from Mir Hans Tiet- 
meyer, the Bundesbank deputy 
president, that infla tion in Ger- 
many is still too high. 

■ THE Dutch bond market saw 
strong demand from domestic 
institutions for the new 7 per 
cent state bond due 2003, the 
first 10-year bond to be issued 
since last June. Towards the 
close of trading, the Finance 
Ministry said tap sales for the 
new bond raised a record 
FI 3.9bn, the biggest amount 
raised in a single day since the 
ministry introduced tap sales 
in 1990 to issue debt 

Dealers initially estimated 


the ministry was seeking to 
raise a total of FI iobn, but 
some traders said they believed 
the amount could be increased 
given the strong demand. The 
price of the tap issue was 
raised five times, ending the 
day up 32 basis points at 99.55 
to yield 7.06 per cent 

The strong demand for the 
bond resulted in a narrowing 
of the yield spread between 
Dutch and German paper by 3 
basis points to around 314 
basis points. 

■ DANISH government bonds 
rallied yesterday, helped by the 
combination of favourable 
signs on the political front, an 
opinion poll predicting a “yes" 
vote in the forthcoming refer- 
endum on Maastricht and 
hopes of an easing in money 
market rates. 

Dealers said a shortage of 
sellers also pushed up prices 
and some offers by the central 
bank throughout the day were 
not enough to satisfy demand. 
The 8 per cent government 
bond due 2003 closed at 97.00, 
up from 95% on Friday. 

■ FUNDING worries continued 
to plague the UK government 
bond market, with long-dated 
gilts losing nearly half a point 

The Bank of England is due 
to announce today the details 
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of the gilt auction scheduled 
for January 27. 

Dealers are expecting the 
Bank to auction as much as 
£3bn of stock, with the 8!4 per 
cent gilt due 2007 emerging as 
a likely candidate. 

The Liffe gilt future contract 
fell from 99.28 at the opening to 
trade at 99.22 by late afternoon. 
In the cash market, short-dated 
gilts ended little changed while 
long-dated bonds fell, leading 
to a steepening of the yield 
curve. The 11% per cent gfit 
due 2003/07 fell from 11% to 
118% by late afternoon. 

■ FRENCH government bonds 
continued their new year rally, 
thanks to a continued recovery 
in the franc. The 8% per cent 
OAT due 2003 ended up 0.38 at 
105.03 to yield 7.76 per cent 
while on the Matif, the Paris 
futures exchange, the March 


bond futures contract closed at 
113.64, up 0.20 from late Friday. 

■ JAPANESE government 
bond prices rallied to reach 
their highest levels in nearly 
five years, boosted by govern- 
ment purchases of 10-year and 
20-year government bonds in 
the secondary market 
The yield on the No. 145 10- 
year benchmark bond fell to 
4-345 per cent yesterday, dip- 
ping below 4.4 per cent for the 
first time since April 1988. 

Until now, the government 
has bought bonds through pri- 
vate placements rather than in 
the secondary' market 
The Bank of Japan bought 
YlOObn worth of bonds yester- 
day on behalf of the Ministry 
of Finance’s trust fund bureau, 
which invests public funds 
such as postal savings in finan- 
cial markets. An oRTHaI at the 


year Dutch paper 
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trust fund bureau said the 
move was designed to diversify 
its investments. 

The decision, however, 
comes at a time when a sharp 
rise in postal savings is caus- 
ing some concern among policy 
makers. The postal savings 
system, which offers higher 
yields than the country’s 
banks, saw an inflow of some 
Ytt^OObn, fuelling complaints 
from the banks. 

Meanwhile, a fall in 
long-term market rates is 


expected to prompt long-term 
credit banks to lower their 
prime lending rates to 
corporations, increasing the 
amount of hinds available to 
companies. 

The Ministry of Finance 
plans a YlOObn purchase of 
government bonds every 
month. 

■ THE New York Treasury 
market was closed yesterday 
for the Martin Luther King hol- 
iday. 


Investors react positively to Portugal’s Y75bn issue 


NEW INTERNATIONAL BOND ISSUES 


Borrower 

YEN 

Republic of Portugal 
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Final terms and non-callaMa unless stated. *Prtvate placemen. MVIth equity warrants. ^Floating ran note, a) Borrowers lull 
name: Bayertsche Vereinsbank Overseas FlnancsfCuracao). Coupon pays 8^ 56 fixed annual In first year and 132% - 
6-month Libor thereafter, b) Issue launched on 7/1/93 was Increased to Lr300bn. c) Launched on 12/1/93. Denom.: 
SFrSD.QQQ+SO wrts. Exercise price: Y528. a 25% premium. Exchange rate: 84.B3Y/SFr. 


By Brian Bollen 

THE Republic of Portugal 
returned to the international 
capital markets yesterday for 
the first time since late 1988 
with a successful Y75bn 
($595m) five-year Eurobond. 

Bankers said tbe positive 
reaction to the issue reflected 
tbe strength of investor inter- 
est and the careful preparation 

INTERNATIONAL 

BONDS 


undertaken by the lead manag- 
ers, Daiwa Europe and IBJ 
International. Although the 
spread of 75 basis points over 
comparable Japanese govern- 
ment bonds was less generous 
than had been -expected, it 
tightened immediately and 
ended the day at around 72/73 
basis points. 

The only reservation 


expressed was that the issue 
could become illiquid if too 
many bonds end up in the 
hands of banks looking to swap 
the assets into floating rate 
instruments. 

The deal could mark the 
start of a steady flow of Portu- 
guese borrowing, said bankers. 
At the end of last year, Portu- 
gal abolished the requirement 
for borrowers to place 40 per 
cent of any funds raised abroad 
in non-interest bearing depos- 
its at the central bank. Portu- 
guese borrowers are now free 
to borrow lower cost foreign 
funds. 

The republic plans to raise 
between $2.5bn and $3bn in 
1993 to reestablish its position 
in the international capital 
markets and pave the way for 
borrowing abroad by its corpo- 
rate sector. 

The treasury director, Mr 
Manuel Pinho, said last week 
that Portugal has a budgeted 


government deficit of around 4 
per cent in the next fiscal year 
and foreign exchange reserves 
standing at S20bn, compared 
with S7.5bn three years ago. 
Portugal's early devaluation 
within tbe European exchange 
rate mechanism last year 
helped to avoid a substantial 
drain on its reserves, bankers 
said. 

Bankers reported a good 
level of demand for the latest 
large Eurosterling transaction, 
PowerGeu’s £250m, 10-year, 8% 
per cent issue through 
S. G. Warburg Securities. 

Japanese investors like utili- 
ties and the 10-year maturity is 
under-utilised because of the 
lack of swap opportunities, 
they said. 

Elsewhere, smaller D-Mark 
issues continued to emerge. DG 
Bank said the DMl20m, seven- 
year. 7% per cent Eurobond it 
arranged for the Amsterdam- 
based financing arm of the 


Spar supermarket chain was 
targe tted mainly at domestic 
retail investors. Bayerische 
Vereinsbank added to the sup- 
ply of reverse floating rate note 
issues, with a DM1 00m, 10-year 
note through its Curacao arm. 
Tbe coupon is 8% per cent for 


the first year, after which it 
will be set at 13.2 per cent 
minus six-month Libor. 

Bn Bank Luxembourg re- 
opened the European Invest- 
ment Bank’s recent seven-year, 
12% per cent Lira issue, 
increasing the amount to 


L300bn from L200bn. The only 
change in the terms was an 
increase in the Issue price to 
reflect generally lower yields 
and swap spreads in the 
medium to long-term area 
since tbe original tranche 
appeared, said IML 


BIS report points to 
shortening of debt 
maturity profiles 


By Brian Bollen 

RESTRICTIVE lending policies, 
including the non-renewal of 
maturing long-term loans, con- 
tinued to characterise banks' 
credit relations with countries 
outside the BIS reporting area 
in the first half of 1992, accord- 
ing to a report released today 
by the Bank for International 
Settlements (BIS)*. 

The report highlights a fur- 
ther shortening of debt matu- 
rity profiles, noting the banks' 
preference for short-term trade- 
related credits and the accu- 
mulation of interest arrears. 

“The maturity profile of 
reporting banks’ Haims contin- 
ued to shorten in most 
ins tances ," said the BIS. The 
combination of a preference for 
short-term trade-related cred- 
its, additional interest arrears, 
debt sales and writeoffs sent 
the share of short-term debt 
(defined as up to and inrliirffrig 
one year) to a new record high 
of nearly 48 per cent of total 
debt owed to banks in the first 
half of 1992. 

Short-term claims on Portu- 
gal surged to a record 61 per 
cent of total international bank 
lending to Portugal, reflecting 
persistent short-term capital 
Inflows after the country's 
entry into the European 
exchange rate mechanism. 

A reduction in exposure to 
Norway was more than 
accounted for by the cut in 
short-term credit lines to banks 
In distress. 

As a result, Norway's matu- 
rity profile lengthened and the 


Daiwa Bank 

By Robert Thomson in Tokyo 

THE senior long-term rating of 
Daiwa Bank was downgraded 
yesterday from A1 to Aa3 by 
Moody's Investors Service, the 
US ratings agency, which 
referred to "uncertainty” over 
the leading Japanese commer- 
cial h ank ’s asset quality. 

The downgrading highlights 
continuing doubts about the 
health of Japanese banks, 
whose non-performing loans 
and those of their affiliates, 
have risen as sharply as prop- 


domestic banking system's 
share of the country’s external 
banking debt fell again to an 
all-time low of 33 per cent. 

The former Soviet Union was 
the only one of the eastern 
European countries whose 
combined banking debt 
increased, but the S2.4bn rise 
reflected the accumulation of 
arrears and the drawdown of 
existing an used facilities. The 
deferral of principal repay- 
ments accentuated the shorten- 
ing of the debt profile: 
short-term debt jumped by 
three percentage points to 20.7 
per cent 

The increase in bank claims 
on Latin America was the big- 
gest half-yearly rise for eight 
years, while at the same time a 
reduction in deposits outstand- 
ing largely reflected the repa- 
triation of flight capital. 

The largest new borrowings 
in Latin America were by Bra- 
zil (&2bn), Argentina (Sl-2bn) 
and Chile ($0.9bn), which all 
saw a shortening of their matu- 
rity profile. 

Trade-related credits and, for 
Brazil and Argentina, the accu- 
mulation of arrears, were 
mainly responsible for the 
maturity shift. 

China's short-term borrow- 
ing fell to 38Ji per cent from 
42.5 per cent and its public sec- 
tor's share of tbe debt fell by 
seven percentage points, to 37.2 
per cent 

*Bank for International Set- 
tlements " The Maturity and 
Sectoral Distribution of Interna- 
tional Bank Lending. First half 
1992 ." 


downgraded 

erty and stock prices have 
fallen. Moody's said the 
amount of Daiwa's lending to 
the domestic property market 
“remains significant in relation 
to its comparatively weak core 
earnings” and the bank could 
face further problems if asset 
prices continue to decline. 

Moody's also downgraded the 
long-term rating of Fujitsu, the 
Japanese computer company, 
from A2 to Aa3, citing concern 
over its earnings potential 
given the softening of demand 
for mainframe computers. 
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RISES AND FALLS YESTERDAY 
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TRADmONAL OPTIONS 


• First Dealings Jan. 11 

• Last Dealings Jan. 29 

• Last Declarations April 15 

• For BetttemenL April 26 

3-month cell rate Indications are 
shown in Saturday editions. 

Calls in AMEC, Areon Ftes., Berte- 


tord ML, BriGsh Thornton, Cahrd, 
Ferranti, Gardiner, KunldL Rat- 
nara. Resort Hotels, Stakls, Tad- 
pole TedL, Waterford Wedgwood 
and Whltegata Leisure. Put in 
CMW. Double In Hartetone. 


FT-SE ACTUARIES INDICES 

Tbe FT-SE 100, FT-SE M3d 2SO and FT-SE Actuaries 350 Indices and the FT-SE 

Actnsriea Industry are calculated by The International Stock Exchange 

of Ow united Kingdom and RapabHc of Ireland Limited. * The International 

Stack Exchange ol the United Kingdom and Republic of Ireland Limited 1992. All 
rights reserved. 

The FT-Aetnaries AH -Share Index Is calculated by The Financial Times Lim- 
ited in i-mrj j uTM-rinn with the Institute of Actuaries and the Faculty of Actuartea 
® The Financial Times Limited 199L AD rights reserved. 

Tbe FT-SE 100, FT-SE Mid 8S0 and FT-SB Actuaries 350 Indices, the FT-SE 

Actuaries Industry Baskets and the PT-Actnariea All-Share Index are memb er s of 

the FT-SE Actuaries Share Indices series which are w/cnlatpri In accordance 

with a standard set of ground rules estabUahed by The Financial Tunes Limited 

and London Stock Exchange in conjunction with the institute of Actuaries and 
the Faculty of Actuaries. 

“FT-SE" and “Footrie" are Joint trade maria and service maria of the London 
Stock grehaiyi and The Financial Times limited. 


LIFFE EQUITY OPTIONS 


CALLS PUTS 


Wite 


Jte 

toe 

M 

Jan 

tot 

Jri 

AIM Lym 

600 

13 

36 

45 

11 

23 

36 

1*604) 

650 

2 

U 

25 

51 

57 

72 

ASDA 

60 

6% 

11 

.15 

2 

5 

6% 

1*65 ) 

70 

2 

5 

10 

6 

10 

12 

BrtL Atoms 260 9% 

24 

30 

5 

14 

24 

C®Z65 ) 280 

SnKlBdMA 

3% 

13 

ZL 

18 

25 

35 


475 

12 

- 

— 

7% 

- 

- 

P47B1 

500 

3% 

19 

35 

25 

36 

45 

Bow 

500 

15 

34 

42 

5 

16 

28 

f°S08) 

550 

2 

U 

21 

43 

46 

56 

BP. 

220 

13 18% 

Z3 

2 

8% 

13 

1*230 1 

240 

2 

9 

15 

13 

19 

24 

British Steel 

60 

4 

911% 

2 

6 

7% 

1*62) 

70 

1 

4% 

7% 

9 

1214% 

Bas 

550 

44 

60 

72 

2 

11 

22 

P587) 

600 

B% 

29 

47 

19 

32 

47 

C&Wlic 

700 

20 

45 

65 

7 

26 

42 

1*710 ) 

750 

2 

23 

40 

43 

55 

70 

Qratadds 

550 

21 

41 

54 

4% 

21 

31 

«5B) 

600 

Z 

17 

31 

45 

47 

60 

Cora Uidot 

600 

24 

38 

4» 

5 

24 

35 

1*618) 

650 

3 

14 

28 

37 

57 

67 

Flaw 

220 

14 

29 

37 

4% 

16 

27 

1*228 1 

240 

4 

19 

28 

15 

28 

38 

EKN 

420 

35 

44 

51 

2 

14 

22 

1*452) 

460 

5% 

18 

29 

13 

36 

42 

Grand MeL 

390 

32 

45 

58 

2 

10 

17 

MM) 

420 

8% 

26 

41 

8% 

22 

30 

1X1. 

1100 

20 

49 

77 

14 

66 

82 

1*111)6) 

1150 

4 

25 

56 

50 100 113 

KtooHUer 

550 

U 

35 

47 

8 

23 

38 

P5SS) 

600 

2 

14 

27 

47 

55 

68 

Ladtmke 

180 

10 

23 

28 

4% 

15 

22 

1*188) 

200 

2 

11 

19 

16 

2b 

34 

LradSaar 

420 

24 

34 

41 

2 

7 

19 

1*438) 

460 

3 

12 

17 

23 

28 

43 

MAS 

300 

20 

30 

34 

2 

7 

12 

1*318 1 

330 

3 

12 

20 

14 

20 

28 

Satedwy 

550 

18 

S7 

48 

5 

20 

29 

1*563) 

600 

1 

14 

2b 

37 

46 

57 

SbeflTrate. 

500 

29 

33 

44 

1% 12% 

17 

«2S) 

550 

Ifz 

8 

20 

28 

41 

46 


200 

15 

23 

30 

2 

9 

15 

1*213 ) 

220 

2 

13 

20 

12 

19 

25 

Tiafriga- 

60 

8 

13 

16 

1% 

4 

8 

P86I 

90 

2% 

B 

11 

4% 

9 

11 

Utd. Bhrafts 

330 

30 

36 

39 

2 

10 

15 

1*356 ) 

360 

6 

15 

» 

10 

25 

29 

UiHmr 

1050 

34 

60 

79 

4% 

2B 

38 

1*10791 

1100 

6 

31 

53 

26 

55 

64 

ItoUte 


Feb Uwt 

Ate 

Fib Mar 

tot 

Brit Acts 

180 

21 

32 

42 

14 

Z7 

33 

1*186) 

200 

13 

25 

32 

2b 

40 

44 


CALLS PUTS 

Halite Wtei la W Hra ftoj 


BAA 

750 

39 

62 

72 

U 

24 

35 

1*773) 

BOO 

14 

34 

46 

X 

48 

59 

BAT tab 

950 

48 

63 

80 

17 

44 

54 

1*931 ) 

1000 

23 

38 

5/ 

44 

73 

85 

BTB 

500 

50 

56 

62 

2% 

10 

15 

P545) 

560 

14 

23 

33 

16 

32 

36 

Btft. Telecwi 

360 

31 

40 

45 

3 

6% 12% 

1*384 ) 

39010% 21% 

2/ 

1217% 

2b 

CadtayScfe 

4M 

16 

23 

35 

14 

28 

33 

MM) 

bOO 

4% 

8% 

19 

44 

56 

59 

Eastern Elec 

400 

34 

47 

_ 

4% 

12 

_ 

1*425 ) 

430 

15 

“ 

- 

U 

“ 

“ 

btw 

460 

24 

37 

48 

11 

24 

30 

M70 l 

500 

8 

20 

29 

36 

48 

55 

GEC 

260 

12 20% 

24 

b 

10 

lb 

PZ65) 

280 

4% 10% 

1417% 

21 

21 

Harm 

220 

21 

25 

28 

2 

5% 

8 

1*238) 

240 

7% 12% 

16 

7% 13% 

18 

LASUD 

140 

16 

23 

26 

8% 

16 

19 

1*146 ) 

160 

5 

11 

17 

20 

27 

31 

Lucas tads 

140 

16 

23 

2b 

8% 

16 

19 

1*1461 

160 

/% 

13 

17 

22 

21 

30 

P. 10 

500 

35 

48 

53 

15 

38 

45 

1*513) 

550 

11 

27 

34 

47 

72 

79 


UO 

8 

18 

18 

7 

15 

19 

!*U01 

120 

5 

12 

14 

16 

20 

25 

Pmdntiaf 

280 

22 

30 

33 

5 

12 

15 

1*2981 

300 

10 

18 

21 

13 

23 

25 

R.TZ 

650 

27 

40 

55 

20 

40 

48 

1*653) 

TOO 

10 

21 

33 

54 

74 

80 

Scot & Hr* 

420 

28 

40 

48 

7 

14 

23 

1*440 ) 

460 

9 

21 

28 

29 

34 

45 

Tesco 

260 

17 

23 

35 6% 

14 

17 

1*270 ) 

TOO 

7 

14 

19 

17 

25 

27 

Dana Wr 

460 

33 

45 

50 

6 

12 

20 

1*484 ) 

600 

10 

23 

Z7 

24 

31 

42 


390 

37 

51 

59 

6 

14 

22 

M18I 

420 

18 

32 

43 

1/ 

28 

35 

QptlM 


iter 

Jte 

Sep Mar 

Jte 

Sep 

Abbey Hat. 

360 

20 

26 

40 

18 

26 

31 

1*360 i 

390 

7% 

14 

22 

40 

44 

48 

Amstiad 

20 

5% 

6 

7 

1 

2 

2% 

(“23 ) 

25 

2 

3% 

5 

J% 

4% 

4% 

Barriers 

360 

32 

40 

45 

22 

30 

36 

1*373) 

390 

16 

25 

32 

42 

48 

55 

Bbe Carte 

ZOO 

24 

28 

38 

14 

24 

29 

1*207) 

220 

12 

21 

28 

26 

J6 

41 

BrHJdi Gas 

Z80 11% 14% 

21 

10 

19 

22 

1*280) 

300 

5 

8 

13 

24 

33 

35 


220 

20 

.30 

33 

12 

17 

22. 

1*227 1 

240 

12 

20 

23 

23 

28 

33 

Eentmnd 

390 

32 

50 

65 

24 

38 

48 

1*393) 

420 

19 

36 

50 

48 

55 

63 


CALLS PUTS 


Optra 


Mir 

Jte 

Sen Hat 

Jw 

Sep 

Glam 

700 

52 

77 

98 

25 

38 

49 

P72B) 

750 

28 

52 

73 

53 

65 

74 

mnujowp 

140 

16 

23 

26 

10 

IB 

22 

C146) 

160 

8% 

14 

18 

22 

3) 

34 

Lourtio 

70 

8 

13 

14 

7 

9 

13 

(•73 i 

80 

5 

7% 

10 13% 

17 

19 

HSBC7505K 500 

45 

57 

70 

23 

36 

45 

1*524) 

550 

20 

34 

48 

53 

64 

74 

Natl FW 

280 

22 

31 

34 

7% 

11 

18 

ran 

300 

U 

20 

24 

17 

22 

27 

Saw 

1350 

90 

122 

148 

54 

79 

99 

P1382) 

1400 

62 

94 

125 

80 

104 

127 

R. font* 

UO 

10 13% 17% 

9% 

13 

15 

(“112 > 

120 

6% 

9% 13% 

16 

19 

21 

5c« Power 

220 

12 

19 

23 

6 

9 

14 

1*224) 

240 

4 

9% 

13 

19 

21 

2b 

Stars 

90 

13 

lb 

18 

3 

6 

7 

F97 t 

100 

B 

ID 

13 

b 

10 

14 

Fane 

180 

16 

Z1 

» 

U 

21 

24 

(*181) 

200 

7% 

12 

18 

24 

34 

37 

Thorn EMI 

850 

42 

62 

73 

2b 

36 

56 

1*857 ) 

900 

20 

38 

50 

57 

68 

87 

IS8 

160 

9 

14 

18 

11 

15 

18 

1*160) 

180 

2% 

6% 

9 

27 

29 

30 

Vwl fleets 

25 

5% 

6 

6 

2% 

3 

3% 

(*S29> 

30 

2% 

4 

4 

5% 

6 

7% 

Wettan 

900 

60 

84 

UO 

36 

54 

67 

P9U) 

950 34 

EURO FT-SE) 

60 83 65 

IN0EX 1*2763) 

80 

95 

2625 2675 2725 2775 2825 2875 2925 2975 


CALLS 


Feb 

156 

115 

79 

51 

31 

17 

9 

4 

Mar 

180 

142 

107 

79 

56 

38 

2b 

15 

Apr 

195 

- 

12B 

- 

75 

- 

4? 

- 

ini 

225 

- 

160 

ra 

110 

- 

70 

- 

Ste 

263 

- 

197 

- 

145 

- 

105 

- 

Dec 

316 

- 

254 

“ 

200 

- 

155 

- 


PUTS 


Feb 

14 

24 

38 

61 

90 

127 

169 

214 

Mar 

30 

40 

57 

7B 

106 

137 

173 

213 

Apr 

40 

- 

73 

- 

120 

- 

183 

- 

Jon 

62 

- 

93 

- 

140 

- 

19b 

- 

Sep 

77 

- 

107 

- 

150 

- 

205 

- 

Dec 

Ul 

- 

143 

- 

183 

- 

232 

- 


FT-SE DUB! (*27631 

2680 2650 Z781 2750 28M 2850 29M 2950 

CALLS 

Feb 179 136 97 64 40 23 U 6 

Mar 19B 157 123 93 66 47 31 20 

Aar 223 186 151 121 93 73 52 38 

He 237 202 171 143 118 98 77 62 

Jat 243 - 174 - 121 - 80 - 

PUTS 

Feb 12 17 29 49 74 108 150 195 

Mar 23 35 49 68 93 12S 162 202 

Apr 40 S3 69 90 114 145 180 219 

ll« 48 64 85 107 133 163 195 233 

Jan! 55 - 66 - 131 - 192 - 

Jauary 18 Total Contracts 17.54! 

Calls 9.029 Pats 8512 

FT-SE index CaUs 2J51 Puts 2.408 

Em FT-SE Cans 349 Pats m 

‘ttotefrtog searttj sn». t Long dated «sun mth 

Preralsns shorn ae based oo dosing offer prices 


FT-ACTU ARIES FIXED INTEREST INDICES 


PRKSC IHOICRS 


AVERAGE GROSS 
REDEMPTION YIELDS 

m 

Frl 

Jan 

15 

Year 

ago 

(approx.) 






1 

Low 

5 years 

7.03 

7.02 

8.79 

2 

Coupons 

15 years 

SJ5 

B31 

9.18 

3 

(0%-7%%> 

20 years 

8.63 

8X9 

9.18 

4 

Medium 

5 years 

7.46 

7.45 

9.58 

5 

Coupons 

15 years 

8X2 

8.77 

9.26 

6 


20 years 

9X3 

8.98 

^■'JK‘1 

7 

High 

5 years 

7X8 

7.68 

9.81 

8 

Coopons 

15 years 

9.09 

9.05 

9.34 

9 

Ul%-) 

20 years 

9.16 

9.14 

9.26 

EH 


8.97 

8.95 



Index -Linked 





11 

Inflation rate 5% Up to 5yrs. 

2.49 

2X1 

HI 

12 

Inflation rate 5% 0wr5yiv 

3.83 

3X4 

4.28 

13 

Inflation rate 10% Upu5yn. 

1X0 

1.63 

3.21 

14 

Inflation rate 10% deer 5 in. 

3X4 

3X4 

4.09 

15 

Debs & 

5 years,. 

min 


■Ml 

16 

Loans 

15 years.... 

■ill 


10.78 

17 


25 yean... J 

10.07 

10.05 

10.60 


BrifhhGMnrmmrtl 
Up to 5 years 124).. 
5-15 years 1233- 
Over 15 yean (»... 
IrrtdremaWe! f 61 . 
All stocks (61).. . 


tada-UMirt 

Upu5yearsC2). 
Over 5 years (ID. 
All stocks IU).. 


Behs ALDUS (621 J 


Mon 

Jan 

18 


J1Z7-49 

M5J0 

15034 

169.82 

141.55 


183.41 
1164.43 
ll 65-78 


123.84 


Day's 

change 

% 


■*0.07 

-0J6 

-0.37 

- 0.21 

- 0.11 


-* 0.10 

40.11 

+OJ1 


-0.06 


Frl 

Jan 

15 


|Accnied| 

Interest 


127.64 

145.74 

[151.11 

(170.17 

1141.80 


183.22 

16437 

165.88 


123.91 


1.48 

2^9 

2.44 

1.95 

2J5 


1.15 

0^0 

0.48 


305 


xd adj. 
1993 
to date 


0.95 

0.00 

0.00 

0.00 

0J5 


0.00 

0.62 

0J5 


0.12 








































































FINA NC.AL T..HSDAY JANUARY 


COMPANY NEWS; UK 


Substantial boost from favourable currency movements 

Photo-Me up 21% to £10.5m 


By Andrew Bolger 

STERLING’S, devaluation 
helped Photo-Me International, 
the world’s largest photo-booth 
manufacturer and operator, 
increase pre-tax profits by 21 
per cent to £L0-5m in the six 
months to October 31. 

Currency movements 
boosted profits by £i.3m. com- 
pared with a debit of £123,000 
last time. Sales rose by 15 per 
cent to £72 m. 

The group translated its 
overseas earnings into sterling 
at the rate prevailing at the 
end of December. 

Mr Dan David, chairman, 
said the worldwide recession 
showed signs of recovery and 
this, together with current 
operating returns, encouraged 
confidence in continued prog- 
ress during the second half, 
subject to no significant 
exchange rate movements. 

Mr David Miller, chief execu- 
tive. said the best measure of 
the underlying performance 
was the 12 per cent growth, in 
operating profits from £14 .5m 
to £16.2m. 

Operating profits grew less 
rapidly than turnover because 
about £8m of sales went to the 
group's new business, includ- 
ing “Pun" studios, which allow 
customers to be photographed 
in front of famous backdrops 
or with celebrities. 

Another new business is the 
instant printing systems divi- 


Owners Abroad 
postpones EGM 

Owners Abroad has postponed 
the extraordinary meeting at 
which Its shareholders were to 
vote on a tie-up with Thomas 
Cook, the travel agency gronp, 
writes Richard Gourlay. 

The EGM will now be held 
on March 22, a week after the 
closing date of the hostile bid 
from Alrtonrs, the rival holi- 
day company. 

Mr David Crossland, Air- 
tours chairman, welcomed the 
postponement of Owners 
Abroad's EGM. 

“Now Owners shareholders 
can concentrate on what mat- 
ters," he said. “Airtoors’ offer 
is significantly higher than 
the lOOp a share at which 
Owners are planning their ill- 
conceived tie-up." 
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David Miller huge potential for expansion in eastern Europe 


sion, which has 2,000 business 
and invitation card machines 
worldwide, a quarter of them 
in the UK. 

Potentially the most lucra- 
tive new business provides 
photos for identity cards, 
which are made in Hong Kong. 
Australia. New Zealand. Ger- 
many and the US. Although all 
the new businesses are profit- 
able. they enjoy much lower 
profit margins than the core 
division. 

Mr Miller said that although 
he continued to be excited by 


the potential of putting photos 
on products such as bank cards 
and driving licences, these 
results showed the group could 
grow steadily even without 
such breakthroughs - which 
were largely in the hands of 
banks and governments. 

Since the Berlin Wall col- 
lapsed in 1989, the group has 
put 200 booths into eastern 
Europe. Russia and the Baltic 
states. Mr Miller said there was 
huge potential for expansion 
there, the main constraint 
being the group's need to get 


its returns in hard currency. 
The group has 14 booths in 
c hina, which produce revenue 
in Hong Kong dollars. 

Mr David said: “World 
demand Tor real Identity 
ensures that the group contin- 
ues to expand and we continue 
to look for realistically priced 
international opportunities." 

Earnings per share rose 15 
per cent to 10.76p (9.37p). The 
interim dividend goes up from 
i.3p to I.4p. 

• COMMENT 

These results were above 
expectations, and the shares 
were duly marked up 15p to 
349p. Photo-Me emphasised 
that much of the profits rise 
was due to the weaker pound 
and it is assuming there will be 
a smaller currency benefit in 
the second half. The new busi- 
nesses are only just profitable, 
but the photo-booths keep 
chugging away impressively. 
The real bonanza for these 
shares would come with 
greater use of photographs in 
bank cards, driving licences 
and identity cards. Forecast 
annual profits of £19.5m put 
the shares on a prospective 
multiple of 17.5. a slight pre- 
mium. Some institutions have 
been put off by the high pro- 
portion of stock held by direc- 
tors through nominees, but the 
register has become clearer 
and the shares are likely to 
attract an increasing following. 


Cost controls help Aerospace 
Engineering rise to £109,000 


By Matthew Curtin 

AEROSPACE Engineering, the 
Swindon-based precision engi- 
neering group, yesterday 
reported a rise in pre-tax prof- 
its from £27,000 to £109.000 for 
the half year to October 31. Mr 
John Davis, chairman, attri- 
buted the improvement to 
shrewd cash management, cost 
control and benefits flowing 
from the disposal of the loss- 
making aero engine testing 
business in July. 

The proceeds from that deal 
enabled the group - which 
turned in a £230,000 pre-tax 
loss in the last financial year 


- to reduce borrowings by 
£900,000. At October 31 these 
stood at £8 .28m compared- with 
£Um six months earlier. 

However, reflecting both the 
first-half performance and cur- 
rent trading conditions, the 
interim dividend is halved to 
0.25p. Earnings per share 
emerged at 0.19p (0.05p). 

Turnover from the continu- 
ing aerospace engineering and 
electronics divisions, and the 
newly-formed power and con- 
trol division, dipped to £13 .2m 
(£l3.4m) - overall sales for the 
comparable period of the previ- 
ous year amounted to £15.1m. 

Pressure on prices cut oper- 


ating profits to £675,000 
(£l.l2m), but interest charges 
fell to £545,000 (£703.000). 

Mr Davis said trading condi- 
tions were unlikely to improve 
by the year-end. However, the 
aerospace division would bene- 
fit from the airline industry’s 
growing preference for “one- 
stop shop" engineering ser- 
vices and resilient demand for 
new aircraft 

In addition, the electronics 
division generated strong inter- 
est in its latest microwave cir- 
cuitry. vital for the transmis- 
sion of large amounts of data 
in satellite and mobile commu- 
nication systems. 


FINANCIAL TIMES CONFERENCES 


EUROPE -THE WAY FORWARD 

Paris, 10 & 11 February 1993 

This conference takes place at a vital moment in the European Community's 
development, in the aftermath of the monetary crisis and just after the January 1993 
deadline for the opening of the single market. This is a timely opportunity for 
economic and business leaders to address the whole series of relatively new 
questions over Europe's future. 
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Lloyds 
Bank to 
pay £27m 
for AMC 

By John Gapper, 

Banking Correspondent 

LLOYDS Bank yesterday 
announced that it is to expand 
Its share of the agricultural 
finance market to about 15 per 
cent by acquiring the Agricul- 
tural Mortgage Corporation 
from a consortium of high 
street banks. 

Lloyds said it would pay 
£27m for AMC, which was set 
up by statute in 1928 to pro- 
vide loans tied to first mort- 
gages on agricultural, horti- 
cultural and forestry 
properties. AMC's net asset 
value in December was 
£57m. 

Lloyds owns 1&3 per cent of 
AMC. The other shareholders 
are the Bank of England (27.4 
per cent). National Westmin- 
ster Bank (26 per cent), Bar- 
clays (17.3 per emit). Midland 
(13J3 per cent) and Royal Bank 
of Scotland (2.7 per cent). 

AMC was deregulated in 
1991 following an Act of Par- 
liament in 1987. Althoug h it 
r made a profit of £7Bm in the 
, year to last March and expects 
I to make a similar amntmt this 

year, it has traditionally not 

sought large profitability. 

Mr John Kaye, managing 
director, said the discounted 
price compared to asset value 
reflected the fact that AMC 
had a high ratio of loans to 
capital. AMC lendings 
amounted to £971m in Septem- 
ber - about 8 per cent of the 
market 

Mr Kaye said AMC antici- 
pated the hank injecting about 
£25m of capital into its new 
subsidiary. He said AMC had 
sought a single owner follow- 
ing deregulation. 

Mr John Davies, Lloyds dep- 
uty chief executive, said the 
bank believed AMC had a 
“very sound” business that 
could be developed more vigor- 
ously under sole ownership. 

Bock succeeds 
in acquiring 
19% of Lonrho 

Mr Dieter Bock, the German 
financier, has become Lon- 
rho’s biggest shareholder with 
an 18.8 per cent equity stake 
following completion of the i 
group's 198.67m share rights 
issue. 

As expected, a little more 
than 29.1m shares were taken 
up as a result of the 3-for-10 . 
Issue at 85p per share, repre- 
senting 14.6 per cent of the 
offering. 

Included in the acceptances 
were 27.6m shares taken up by 
Laerstate, Mr Bock's private 
company. These shares were 
offset against Laerstate’s 
underwriting commitment for 
100m shares. 

Mr Bock had already 
acquired 43.5m shares from 
Mr Tiny Rowland, Lonrho’s 
chief executive, giving him a 
total stake of 143.5m shares. 

Mr Bock paid 115p a share, a 
substantial premium to the 
current share price, for half of 
Mr Rowland's 15 per cent 
stake. He has the option to 
buy the other half after 
three years, which would take 
his total holding to 24£ per 
cent 


Overseas holders to dispose 
of 45% Watts Blake stake 


By Andrew Taylor, 
Construction Correspondent 

LEBANESE, Belgian and 
German shareholders yester- 
day announced plans to sell a 
combined 45 per cent stake in 
Watts Blake Bearae. The move 
is expected to trigger a full 
scale bid for the world’s largest 
bail clay producer. 

Ceramics Holdings, con- 
trolled by the Lebanese Gar- 
gour family. Sibelco, a pri- 
vately owned Belgian-based 
producer of silica sand for the 
glass industry and Quar- 
zwerke. a private German pro- 
ducer of silica sand, are mak- 
ing the sale under a concert 
party agreement reached last 
April 

The companies said that 


under takeover rules: “the 
acquisition of the concert party 
members’ holdings is likely to 
lead to an offer for the entire 
issued share capital of the com- 
pany.” 

Mr John Pike, managing 
director of Watts Blake, said a 
sale to a single purchaser 
would make it very difficult 
for the company to defend 
itself from an unwelcome 
bidder. 

“The board is gravely con- 
cerned about a number of 
issues that could arise from 
this proposed sale, including 
the implications for the compa- 
ny's employees and the local 
communities in which it oper- 
ates,” said Mr Pike. 

The group based in Newton 
Abbot, Devon also owns exten- 


sive reserves of ban day in the 
OS and Germany. Almost two 
thirds of sales are usedLfor the 
manufacture of sanitary ware 
and wall and floor tiles. 

Us performance Is dependent 
upon the health of the con- 
struction industry; pre-tax 
profits in 1991 fell . 6y 27 per 
cent to £5.67in. : > 

Profits in the fist six months 
of last year, however, rose by 7 
per cent to £3.74m helped by 
acquisitions. 

Should a recommended pur- 
chaser offer less t han 433p a 
share, Sibelco and Quaizwerke 
have the right to buy Ceram- 
ics' shares at the same price. 

Watts Blake shares yester- 
day rose from 42Sp to 433p hav- 
ing touched 455p at one 
stage. - 


Unigate in Co-op milk deal 


By Maggie Urry 

UNIGATE. the dairy, food 
processing and distribution 
company, has agreed to pur- 
chase for £l7m some of the 
mi Hr businesses of the Co-oper- 
ative Wholesale Society. 

The businesses cover 348 
milk rounds In London, the 
south-east and Cornwall 
together with a processing 


dairy in Penryn. Cornwall, 
with four depots. 

The purchase will add about 
1 percentage point to Unigate’s 
share of tire liquid milk market 
in England and Wales, taking 
it to just over 13 per cent. 
Assets involved are valued at 
about £6m and there are 217 
employees. 

The deal follows a previous 
in-511 acquisition by Unigate of 


Sussex Dairies last August 

Mr Gordon Summerfield, 
managing director in charged 
milk related activities, said the 
acquisition was in line with 
Unigate’s strategy of “buyirig 
dairy businesses which fit ta 
with our existing operations’. 

He pointed out that said 
such acquisitions “allow for 
greater efficiency both in pro- 
cessing and distribution”. 


Carlsberg-Tetley starts trading 


By Philip Rawstome 

CARLSBERG-TETLEY, the 
£510m joint venture formed by 
the merger of the UK brewing, 
distribution and wholesaling 
operations of Allied-Lyons and 
Carlsberg. began trading yes- 
terday. 

The merger, given the gov- 
ernment go-ahead less than 
two months ago after a Monop- 
olies and Mergers Commission 
inquiry, creates a third force in 
the UK brewing industry. 

Carlsberg-Tetley, with an 
output of 6.2m barrels of beer a 
year from its six breweries, 


Carlton and 
LWT set up 
joint venture 

By Raymond Snoddy 

Carlton Television and Loudon 
Weekend Television have set 
up a separate television sales 
company to attract continental 
European advertising. 

The joint venture will try to 
persuade overseas advertisers, 
particularly in the food sector, 
that with a combined reach of 
Um people, London is one of 
the most important markets in 
Europe. 

The new venture, London 
Television European Sales, 
said that the Loudon area 
accounts for 47 per cent of UK 
mineral water consumption, 44 
per cent of UK charge cards, 37 
per cent of UK businessmen 
and 25 per cent of the UK retail 
outlet total of 30,000. 

The first tele vision advertis- 
ing campaign to be booked by 
the new venture, for the Ger- 
man mrilne Lufthansa, begins 
on January 31. 


will have an 18 per cent share 
of production, rivalling Bass 
with 23 per cent and Courage 
with 20 per cent 

The company, with an 
a nnual turnover of £l.lbn and 
profits of about ElOOm, has a 
strong portfolio of brands, 
including Carlsberg Pilsner, 
Skol and Castlemaine lagers, 
each with sains of lm barrels, 
and Tetley, the UK's best-sell- 
ing ale. 

Mr Don Marshall, Carisberg- 
Tetley’s managing director, 
said yesterday that the part- 
nership would also benefit 
from the combination of distri- 


bution systems: Allied's 
strength in direct sales to the 
pub trade in the Midlands and 
northern England was comple- 
mented by Carlsberg’s focus on 
wholesalers and other brewers, 
particularly in London and 
southern England. 

The company is closing 
seven of its 32 depots with a 
loss of up to 100 jobs. No brew- 
ery closures are planned. 
Allied has recently closed its 
Romford plant and its smallest 
brewery at Alloa, which was 
considered in danger of clo- 
sure, will now brew Carlsberg 
for outlets in Scotland. 


Lower dealing costs lift 
market in equity futures 


By Joel KUmzo 

REDUCED dealing costs and 
increased asset allocation 
activity led to a growth in trad- 
ing of equity fixtures in 1982, 
according to a new guide pub- 
lished yesterday. 

The guide, from UBS P hillip s 
& Drew, is the third in what 
has become an annual event It 
says increased liquidity has 
been generated by the growing 
use of futures to cover cash 


positions. Also, more, unit 
trusts have been dealing in 
futures to cover positions 
before investing in the under- 
lying equity market. 

However, it acknowledges 
that, “The recent emphasis has 
focused on asset allocation 
switches.” 

The guide lists the leading 
contracts traded on the world’s 
main stock markets with a 
detailed breakdown of turn- 
over and contract size. 


DIVIDENDS ANNOUNCED 


Co ires - Total Total 

Current Date of ponding for last 

payment payment dividend year year 



Dividends shown pence per share net except where otherwise staled. 
SUSM stock. 


Measuring up for a water fight 

Bronwen Maddox reports on the argument over Ofwat’s price review 
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“ f ' FUNDAMENTALLY arbi- 
rH traiy and flawed" was 
JL one of the accusations 
hurled yesterday by the water 
industry at proposals from 
Ofwat, its regulator. 

The latest skirmish is part of 
the build-up to the crucial Peri- 
odic Review in 1994, when 
Ofwat will reassess the basis 
for water bills for the first time 
since the 1989 water privatisa- 
tion, and set future price rises. 
It reveals the extent of the dif- 
ferences yet to be resolved 
between the two sides over the 
basis for setting water prices. 

The attack Is contained in 
the industry’s 50-page response 
to a consultation paper from 
Ofwat In November on the cor- 
rect definition of the compa- 
nies' capital value, a notori- 
ously slippery figure. 

Their assets include miles of 
Victorian sewers and pre-war 
water mains, whose value Is 
highly debatable, as well as 
state-of-the-art treatment 
plants, part of a huge industry- 
wide spending programme 
which could cost some £45bn 
by the year 2000. 

A dry and highly- technical 
issue, the definition is never- 
theless central to the review: 
nnlike the regulators of the 
other privatised utilities, Ofwat 
is legally obliged to allow com- 
panies to earn a “reasonable” 
rate of return on their capital 
when setting price rises. 

The approach favoured by 
Mr Byatt, Ofwat* s director gen- 
eral, in his November paper is 
to take the stock market value 


at flotation in December 1989 
as the value at assets at that 
point - £6.1bn at the end of 
the first day's trading. 

To bring it up to date, he 
proposes adding on the capital 
spending since then. This 
hybrid system - market value 
for the old assets, and current 
value for the ones bought after 
1989 - gives a capital figure of 
some £12bn to £13bn. 

Given the pre-tax profits of 
£1.5bn made by the industry in 
the year to March 1992, it sug- 
gests - in rough terms - a 
pre-tax return on capital of 
some 11 per cent 

Ofwat has argued that the 
attraction of this approach is 
its simplicity. It also gives a 
relatively high figure for 
return on capital, for which the 
water customer should be 
grateful, as it would allow 
Ofwat to be tough at the peri- 
odic review. 

Mr Byatt has pointed out - 
in a good illustration of the 
difficulty of the definition - 
that if. Instead, he took tbe 
cost of building the assets at 
today's prices, which several 
companies suggested, that 
could lead to a capital figure as 
high as £100bn. If he allowed 
the companies to earn tbe 
same return on old assets as on 
new ones, the industry would 
make “too much profit” and 
the customer would suffer 
through higher prices. 

The water companies have 
attacked Mr Byatt’s arguments 
on two main points. Their 
paper "questions Ofwat’s pref- 


erence for [stock] market-based 
valuations". Instead, It wants 
Ofwat to use the government's 
own “Indicative Values", calcu- 
lated in 1989 on the basis of 
projected cashflows. 

The water industry argues 
that this is the only measure of 
value which treats the 10 large 
water and sewerage companies 
which are floated on the stock 
market on the same basis as 
the 33 water-only companies 
which remain in private hands. 

Its paper argues too that 
Ofwat’s version is guilty of 
“circularity”: it defines the 
value of the assets by the stock 
market value, but the value 
that the market puts on the 
co m panies is partly based on 
its view at how much profit Mr 
Byatt will let the assets earn. 

City analysts said yesterday 
that they thought Ofwat would 
have to consider the argu- 
ments seriously. However, they 
pointed out that as some of the 
indicative values were higher 
than the stock market values 
at notation, this could help the 
water companies’ arguments 
for a higher capital figure. 

T he water companies al so 
attacked Ofwat’s pro- 
posal to give back to 
customers some of the price 
rises permitted during years of 
heavy spending to allow com- 
panies to keep interest charges 
comfortably covered by profits 
- a necessary “cushion" If 
banks are to agree to lend 
them money. Ofwat’s argu- 
ment is that this is an 


“advancement” of revenue and 
should be returned to the cus- 
tomer once the spending pro- 
gramme has diminished. 

The companies have 
this "neither rational nor fair”, 
arguing that it “could not be 
implemented in a way which is 
clear and comprehensible 
either to customers or the capi- 
tal markets”. 

Their complaint is that there 
is no obvious “benchmark" 
level of prices by which to 
measure the “advancement" of 
revenue. The proposal could be 
“self-defeating”, they warn, 
because immediately Ofwat 
selected a benchmark, bankas 
would use it to calculate the 
“cushion” for their interest 
payments instead of using the 
actual revenue. 

This will not be the last tus- 

' between the two sides. 
Within a few weeks Ofwat will 
publish its final consultation 
paper before the review - on 
how the UK's supply of water 
can be increased and who 
should pay for it. 

Water companies’ finance 
directors believe an answer to 
tiiese and other buried con- 
flicts — including a loo g- stand - 
tog disagreement on the cost erf 
capital - will eventually be 
hammered out in horse trading 
during the review. 

But yesterday's report shows 
that differences between the 
companies and their regulator 
are still considerable and that 
resolution of the differences is 
unlikely to be easy or quick. 

See Lex 
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Gestetner sale talks abandoned 

By Richard Gouriau „ - 


COMPANY NEWS: UK 
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By Richard Gourlay 

GESTETNER Holdings, the 
office and photographic equio- 
meut distributor. yesterday 
said the sale of its Vivitar and 
Hanimex camera distribution 
businesses had fallen through. 

Concord Camera Corporation 
®* ,, ? snd Gestetner jointly 
called off the talks after Con- 
cord failed to put together the 
necessary financing. 

Mr Andrew Adams, Gestet- 
ner projects manager, said 
talks between the two groups 
were continuing and he was 
still hopeful an agreement 
could be reached. 

The sale would have further 


focused Gestetner on its core 
office equipment markets after 
what has been an unhappy 
diversification into the photo 
graphic supply business. 

When the proposed sale was 
announced last September. Mr 
Basil Sellers. Gestetner chair- 
man, said one reason the group 
was withdrawing was that 
there was no follow-on market 
in camera distribution, as 
there was in office supplies. 

. The deal would have 
involved the sale of the camera 
business apart from Hanimex 
Australia. In the year to Octo- 
ber, the camera business 
reported trading profits of 
£l.lm on sales of £81. 4m. 


The collapse of talks with 
Concord is unlikely to be seen 
as particularly bad news for 
Gestetner's finances. The S40m 
(£26. 3m) cash and 1.3ra Con- 
cord shares which it would 
have received in payment 
would have had little impact 
on a balance sheet that 
appears to be relatively lowly 
geared for a distribution com- 
pany. 

But equally, the failed sale 
will do little to dispel the bid 
speculation that has - sur- 
rounded Gestetner since last 
year. 

Since the Australian group, 
Chfltern Capital - then called 
AFP Investments - took man- 


agement control of Gestetner 
in 1986, the revitalised com- 
pany has never really fulfilled 
its early promise. 

Hanimex was one the 
group's first diversifications in 
1989 after two successful years 
In which cost were cut and its 
manufacturing culture was 
replaced successfully with a 
more market-driven approach. 

Two years ago Ricoh, the 
Japanese photocopier group, 
bought a 24 per cent stake in 
Gestetner from AFP in a deal 
that valued Gestetner at about 
£500m. 

At yesterday's close of I5lp, 
the group is worth barely half 
that 


Peel rises 8% despite 
weak property market 


By Matthew Curtin 

PEEL HOLDINGS. the 
Rochdale-based property 
group, reported an 8 per cent 
improvement in pre-tax profits 
from £ 1.64m to £L77m in the 
half-year to September 30. 

Mr John Whittaker, chair- 
man. said demand for property 
was weak and rental income 
declined. Demand for retail 
warehousing had, however, 
remained strong. 

Turnover rose to £32.2m 
(£29. 8m). Property sales 
amounted to £26.6m at about 
book value. Net rental income 
was £2i.im which more than 
covered interest charges of 
£19.7m. 

Borrowings stood at £349m, 
the bulk of which originated in 
the group's £304m takeover of 


British 
Thornton 
up sharply 

WITH SALES sharply higher at 
£3.92m, against El.llm. pre-tax 
profits of British Thornton 
Holdings, the furniture making 
and contract packaging group, 
moved ahead from £20,000 to 
£301,000 in the six months to 
October 31. 

However, serious problems 
arose in the educational and 
scientific furniture businesses 
and significant trading losses 
were incurred. A number of 
'senior management changes 
have been made and steps 
taken to increase efficiency 
and reduce overhead costs. 

The result this time was 
struck after a £171,000 excep- 
tional charge being compensa- 
tion to a former director for 
loss of office and related costs. 

Earnings per share were 0.2p 
(O.OSp). A special interim divi- 
dend of 0.25p (nil) has already 
been declared 

Aberdeen Trust 
cuts final dividend 

Aberdeen Trust, the invest- 
ment and unit trust manage- 
ment group, raised pre-tax 
profits to £l.76ra in the year to 
September 30. against £L23m 
struck after an exceptional 
charge of £lJ36m. 

Despite net attributable prof- 
its ahead at £L28m (£851,000) 
ami earnings per share at L53p 
(1.45p). the final dividend is cut 
from 1.5p to 0.5p making a 
total of 1.5p <2J5p). 

The company said it believed 
that dividends had previously 
been main tained at an unsus- 
tainable level and now wished 
to adopt a long-term policy 
capable of producing growth. 

It believed that a period of 


London Shop In 1988. The 
interim dividend is held at lp. 

Mr Peter Scott, managing 
director, said Peel increased its 
stake in the Manchester Ship 
Canal to 75.6 per cent - the 
second Increase since the 
group acquired a 68 per cent 
interest in May 1991 - and 
would like to acquire the out- 
standing share capital, saving 
the group the costs and compli- 
cations of maintaining two sep- 
arately listed companies. 

He said the group had failed 
to agree a fair value for MSC in 
past talks with its minority 
shareholders. Valuing the com- 
pany was complicated by its 
outstanding planning applica- 
tion for a lm sq ft shopping 
centre at Dumplington, Man- 
chester. likely to be resolved 
soon. 


Reorganisation at Ocean 
to involve 500 job losses 


By Peter Pearse 

SHARES IN Ocean Group rose 
15p to 26Sp yesterday on the 
announcement by the freight, 
environmental and marine ser- 
vices company of changes to 
reorganise its manag ement and 
overhead structure. 

Mr Nicholas Barber, chair- 
man, said: “We, like most other 
companies at the moment, are 
suffering the pain of recession. 
We're not looking for green 
shoots and aren't expecting 
any for a while." 

The reorganisation will 
involve nearly 500 redundan- 
cies and is expected to incur 
one-off costs of about £8m, 
which will be taken in the 
accounts for the year to 
December 31 1992. 

It follows July's relocation of 


NEWS DIGEST 


consolidation was appropriate 
to enable it to develop invest- 
ment activities and to maxim- 
ise operating profits. A ration- 
alisation programme had been 
commenced which would sig- 
nificantly reduce overheads. 

Next 5.75% bond 
cancellation 

Of the offer by Next, the high 
street retailer, to cancel up to 
£1.5m of 5.75 per cent convert- 
ible bonds 2008, some £94Z520 
bonds have been tendered and 
cancelled. A balance of £55&283 
remains outstanding. 

Under the tender offer 
471.567 Next new ordinary 
shares of lOp will be allotted, 
credited as fully paid. They 
will rank pari passu with exist- 
ing ordinary shares. 

Aberdeen Petroleum 
maintains opposition 

The board of Aberdeen Petro- 
leum yesterday cast doubt on 
the value of an unwelcome 
merger proposal from US- 
quoted Bellwether Exploration. 

In a letter to shareholders. 
Aberdeen urged investors not 
to support the suggested swap 
of 3.75 Aberdeen shares for 
each of Nasdaq-quoted Bell- 
wether's. 

"There is minimal market- 
ability in the shares of Bell- 
wether." the board said. "In 
these circumstances, it is not 
possible to form a view as to 
the value of the consideration 
proposed by Bellwether." 

First half fall hits 
Real Time shares 

Shares of Real Time Control 
fell I5p to 76p yesterday on 
news that profits for the half 
year to September 30 had fallen 
from £507,000 to £258,000 at the 
pre-tax level. 


Turnover was virtually static 
at £3.2m. The USM-quoted 
group develops and services 
computer systems. Earnings 
per share were 2.5p (4Sp). 

The directors said the results 
in the UK epos market 
reflected the high cost of 
obtaining business in the 
recessionary period. 

49% take op of 
Albrighton offer 

The open offer of 44J25m new 
ordinary shares by Albrighton, 
the USM-quoted provider of 
products to the construction 
industry, was taken up as to 
21.73m shares, or 49 per cent 

The remaining shares will be 
taken up by Institutional and 
other investors with whom 
they had already been condi- 
tionally placed. The offer was 
on a 7-for-l basis at I2p per 
share to raise £4.96m. 

Jupiter European 
net assets decrease 

Jupiter European Investment 
Trust reported a fall in net 
assets per share to 66 2p at the 
end of October 1992, against 
79.9p a year earlier. 

After-tax revenue, however, 
increased from £50,931 to 
£82,490, representing earnings 
per share of 0.69p (0J35p). An 
interim dividend of 0.5p has 
already been paid for the cur- 
rent year. 

Sonndtracs falls 
to £350,000 

Profits of Soundtracs, the pro- 
fessional audio equipment spe- 
cialist. fell from £545,699 to 
£350,385 pre-tax for the 12 
months to November 6. Direc- 
tors blamed the setback on 
pressure on margins. 

Turnover improved by 6.5 
per cent to £4.11m. About 85 


the head office from central 
London to Bracknell and the 
stripping out of the divisional 
level of the management struc- 
ture. 

Mr Barber said that yester- 
day's move would not have 
much benefit in the 1993 year, 
but that in the full 1904 period, 
he expected the savings would 
more than balance the 
£8m exceptional costs 
incurred. 

Although some operating 
locations will be closed in the 
cost-cutting exercise, some “90 
or more per cent" of the it con- 
cerns management level redun- 
dancies. 

The head offices in Bracknell 
and Liverpool will lose about 
80 jobs between them and the 
balance will go from the 
regional offices. 


per cent of production is 
exported to North America, the 
Far East and Europe. 

Earnings emerged at 2.45p 
(3.79p). A final dividend of 
1.35p makes a same-again 2.2p 
total 

Along with its results Sound- 
tracs announced its first acqui- 
sition since joining the USM in 
1986. It is paying £300,000 cash 
for Sussex-based Speudor 
Audio Systems. 

For the year to April 30 1992 
Spendor returned pre-tax prof- 
its of £28,000 and had net 
assets of £413,000. 

Barlo improves 
to I£390,000 

Barlo Group, enlarged via the 
acquisition last July of IRG, 
the plastic processing com- 
pany. returned pre-tax profits 
of E390.000 (£410,000). for the 
six months ended September 
30. 

That compared with I£319,000 
last time which included excep- 
tional income of I£26S,000. 
Higher interest charges of 
I£225,000 (I£49.000) resulted 
from the IRG purchase. 

Turnover totalled I£15.1m 
(l£6.14m) with the radiator 
division ahead by 34 per cent 
at I£8.22m Earnings per share 
worked through at 0.46p 
(0.44p). 

Abtrast Scotland net 
asset value lower 

Net asset value of Abtrust 
Scotland Investment Company 
fell from 32.2p to 29.2p per 
share over the six months to 
November 30. A year earlier 
the figure stood at 303p. 

Net revenue for the six 
months to end-November was 
down at £8,592 (£60,429) for 
earnings per share of 0.03p 
(0.18p). The comparative period 
included a one-off dividend of 
£52^00. 


This advertisement is issued in compliance with the requirements of The International Stock Exchange 
of the United Kingdom and the Republic of Ireland Limited ("the London Slock Exchange"). It does 
not constitute an invitation to any person to subscribe for or purchase any securities. 

Application has been made for 10.916,030 Ordinary Shares of 25p each in Merrydown PLC (the 
“Company") to be admitted to the Official Usl It is expected that such admission wil become effec- 
tive aiSHhat dealings in the Ordinary Shares of 25p each will commence today, 19th January 1993. 
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The FT proposes to 
publish this survey on 
February 19 1993 
For editorial synopsis 
and available advertis- 
ing positions contact: 

Jessica Perry 
Tel: 071-873 461 1 
Fax: 071-873 3062 
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<n interest r*le of 4.20313 per 
a nnum The annul payable per US 
S 250.000 will be US S2626.96 
payable on 19th April 1993. 
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16S Feodmah Sirea 
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Tay shares, 
fall 10% on 
profits 
warning 

By Andrew Taylor, 
Construction Correspondent 

THE SHARE price of Tay 
Homes tumbled by 10 per cent 
yesterday to 15lp after the 
company became the latest 
housebuilder to issue a profits 
warning. 

Mr Trevor Spencer, chair- 
man, said that the collapse of 
the housing market last 
autumn meant that group pre- 
tax profit for the year to June 
30 was unlikely to be as high 
as had been expected. 

Analysts yesterday cut their 
forecasts from about £6m to 
between £4m and £4J>m. This 
compares with pre-tax profits 
of £6. 14m last year and £&26m 
in 1990-91. 

Mr Spencer said that the 
group, like other house- 
builders, had been hit by the 
devaluation of sterling last 
autumn which had dented the 
confidence of would-be buyers. 

Tay had been forced to 
reduce prices In order to main - 
tain unit sales, which were 
expected to be similar to the 
1,100 achieved in 1991-92. 
Average prices had fallen from 
£68,000 to £63,000 during the 
past 12 months. 

Sales, however, had 
improved sharply during the 
first three weeks of this year. 
“Visitor levels have been high 
and sales good. We can only 
hope that this is the beginning 
of the long-awaited housing 
market recovery," he said. 

Net borrowings at the end of 
December were £20 .5 m, repre- 
senting 68 per cent of share- 
holders' fluids. 


Johnson Cleaners 
in £2.9m purchase 

Johnson Group Cleaners has 
acquired Imperial and Queen 
Laundries, the Staffordshire- 
based workwear rental busi- 
ness, for £2.9m, in a move 
which will help to increase its 
growing share of the UK tex- 
tile rental market 
Pre-tax profits of Imperial 
and Queen in 1991 were 
£249,000 on turnover of £2.7m. 
It services a wide variety 
of companies in the 
Potteries. 


GrandMet foresees end to 
dispute with Brent Walker 


By Andrew Jack 

GRAND METROPOLITAN, the 
food, drinks and retailing 
group, expects to settle by this 
summer its dispute over a 
£50m payment from Brent 
Walker for the sale of William 
Hill, the betting shops c hain, a 
senior company executive said 
yesterday. 

Mr David Nash, GrandMet's 
finance director, said the dis- 
pute over deferred payments 
totalling more than £50m and 
£10m in interest from Brent 
Walker should be settled by 
“mid year" with the help of an 
adjudicating accountant. 

Details of the negotiations 
were disclosed for the first 
time in GrandMet's 1992 
annual report and accounts, 
which were circulated 


yesterday. 

The report presented the 
company's results in line with 
the latest rules Issued by the 
Accounting Standards Board. 

This had the effect of 
increasing pre-tax profits from 
£902m to £925m in the year to 
September 30 1992. 

The restated 1991 results 
were more than halved from 
£950m to £448m, principally as 
a result of FRS 3, the new stan- 
dard on the profit and loss 
account which virtually elimi- 
nates extraordinary items. 

Most of the restated figures 
bad already been shown in a 
note to the company's pre- 
liminary results released in 
September, and had little effect 
on the share price, which 
closed unchanged on the day 
at 420p. 


The accounts also show that 
emoluments excluding pension 
contributions to Sir Allen 
Sheppard, chairman and chief 
executive, rose from £713,391 to 
£770,682. 

The value of intangible 
assets - such as brands - 
increased on the balance sheet 
by £60m, offset by a reduction 
of £32m caused by exchange 
adjustments. 

There were post-employment 
provisions of £113m and perfor- 
mance guarantees and indem- 
nities to third parties totalling 
£183m. 

The company said it sup- 
ported "in spirit and letter" 
the recommendations of the 
Cadbury committee on corpo- 
rate governance, and complied 
with 16 of its 19 guide- 
lines. 


Lazard to manage Crown funds 


By Nonna Cohen, 

Investments Correspondent 

CROWN FINANCIAL Services 
said yesterday that Lazard 
Investors would become the 
fund manager for its £680m In 
assets because it had decided 
that it was not able to offer 
customers the quality of per- 
formance they required. 

The move comes at a time of 
rising pressure for consolida- 
tion In the fund management 
industry as firms struggle to 
build sufficient “critical mass" 
to offer services profitably. 
Charges for existing clients are 
based on a percentage of funds 
under management and man- 


agers must either pare costs or 
increase the size of their port- 
folio in order to improve profit- 
ability. 

“Our performance had been 
hurting a bit, but with a portfo- 
lio of only £700m, we just 
couldn't afford the quality of 
fund management necessary,” 
said Mr Herb Belles, managing 
director at Crown, the UK life, 
pensions and unit trust 
subsidiary of Crown Life of 
Canada. 

Crown had been having diffi- 
culty retaining existing clients 
and attracting new ones 
because it could not offer a suf- 
ficiently attractive investment 
track record or access to 


investments in overseas mar- 
kets, he said. 

The funds under manage- 
ment are too small to allow the 
company to hire the kind of 
expertise needed to both 
expand and improve the qual- 
ity of service. 

“We want to provide our 
sales team with an A-l prod- 
uct,” Mr Beiles said. “We just 
didn't have the critical mass." 
Life insurers need to have at 
least £ibn to £2bn under man- 
agement in order to offer high- 
quality investment services, he 
said. Lazard Investors already 
manages £3.2bn for a range of 
clients including international 
pension funds. 


Inchcape lifts stake in Revasa 


By Andrew Bolger 

INCHCAPE, the motor and 
businesses services group, has 
increased its stake in Revasa, 
the Italian insurance broker, 
through Bain Clarkson, its 
wholly owned insurance brok- 
ing subsidiary. 

Bain Clarkson will pay a 
maximum of £1.7m, subject to 
performance, to lift its stake in 
Revasa from 10 per cent to 49 
per cent 

Bain Clarkson bought its ini- 


tial 10 per cent shareholding in 
January last year. 

The Milan-based broker, cur- 
rently ranked 10th In Italy in 
revenue terms, is involved 
mainly in the property, casu- 
alty and construction sectors. 

Mr Simon Arnold, chairman 
of Bain Clarkson, said: "Italy is 
an important market for us. 
This increased shareholding in 
Revasa will give us a stronger 
position in the country, mov- 
ing us forward in our strategy 
to gain prominence in the 


major European markets 
through shareholding arrange- 
ments such as this." 

Bain Clarkson also has 
operations in Greece, Ireland, 
Sweden. Switzerland and 
France, where it recently 
acquired a 25 per cent stake in 
CECAR, the country's third 
largest broker. 

Contrary to a weekend press 
report, Bain Clarkson's results 
are understood to be holding 
up well, in spite of difficulties 
in the reinsurance market 






Buy-outs in Scandinavia 



Enskilda Ventures Limited is the leading Nordic buy-out firm with eight completed 
transactions since 1990 and equity capital in excess of SEK 750 million in Scandinavian 
Acquisition Capital. Scandinavian Acquisition Capital consists of Nordic institutional 
investors representing major pension funds, banks, insurance companies and industrial 
holding companies. 

Enskilda Ventures Limited is dedicated to initiating, structuring and financing private equity 
transactions in the Nordic region. The team of nine Nordic buy-out executives has a long 
track record in initiating, structuring and investing in management buy-outs and buy-ins as 
well as in joint venture buy-outs, leveraged partial disposals and acquisitions. 

For further information please contact Bjorn Savdn, Harald Mix, Benad Petersen or Kim 
Wahl at Enskilda Ventures in London, Stockholm or Oslo as below. 
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Crisplant Holding A/S 

has acquired 

Kosan Crisplant a/s 


Equity provided by 

Scandinavian Acquisition Capital 
and Management 


Investment advisor 

Enskilda Ventures Limited 
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Partena AB 

has acquired 


Partena Cater, Partena Clean 
and Partena Security 


Equity provided by 

Scandinavian Acquisition Capital, 
Procordia AB and Management 


% 


Investment advisor 

Enskilda Ventures Limited 




Investment Advisor to Scandinavian Acquisition Capital 

Enskilda Ventures Limited 


Member of the Securities and Futures Authority 


Enskilda Ventures 
Norrlandsgatan 15 
5-103 22 Stockholm, Sweden 
Tel. +46-(0)8-763 9500 


Enskilda Ventures Limited 
26 Finsbury Square 
London EC2A IDS, U.K. 
Tel. +44-<0)7T-638 3500 


Enskilda Ventures 
Klingenberggaten 7b 
N-Ol T 1 Oslo, Norway 
Tel. +47-22 83 82 50 
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CIS says alumini u m output 
to fall by more than 10% 


By Kenneth Gooding, 

Mining Correspondent 

ALUMINIUM OUTPUT In the 
Commonwealth of Independent 
States this year is expected to 
fall by more than 10 per cent 
from the 1992 level, according 
to CIS industry officials. They 
also want aluminium exports 
to go no higher than lm tonnes 
- more than 20 per cent below 
last year's estimated total 

The revised CIS forecasts 
were given to a team from 
VAW Aluminium of Germany, 
the first delegation from the 
western industry to visit their 
Russian counterparts this year. 

Mr Karl Wobbe. VAWs man- 
agement board member respon- 
sible for aluminium produc- 
tion, said yesterday that, in 
spite of the extreme pressures 
on the CIS industry, which was 
very short of raw materials 
and capital, the production tar- 
get was realistic. 

“The CIS industry did not 
collapse last year and we don’t 
expect disaster will overtake it 
in 1993. So CIS exports will 
continue at a high level this 
year and so will the problems 
they create for the rest of the 
world aluminium industry. 
Prices will not go up from pres- 
ent low levels unless western 
smelters make more produc- 
tion cuts,” he said. 

Mr Wobbe said industry rep- 
resentatives estimate that CIS 
primary aluminium output in 
1992 reached 3.1m tonnes, not 
far below estimated capacity of 
3.5m to 3.6m tonnes and 


slightly higher than production 
forecasts made at an industry 
gathering in St Petersburg in 
September. For a variety of 
reasons, however, they expec- 
ted 1993 production to fall to 
2.675m tonnes. 

CIS officials said that 
licences for the export of 
735.000 tonnes of aluminium 
were issued last year and 
another 150,000 tonnes was offi- 
cially exported under joint-ven- 
ture arrangements, making a 
total of 885,000 tonnes. How- 
ever, they estimated that there 
was at least another 400,000 
tonnes of uncontrolled and 
unlicensed exports, including 
some directly from smelters. 

Mr Wobbe said Mr Gregory 
Maslov, head of the state-con- 
trolled Aluminium Committee, 
set up in November and which 
seemed Likely to take prime 
responsibility far the CIS 
industry, wanted to cut exports 
by 400,000 tonnes this year to 
leave more metal available for 
the domestic market. 

However, the smelters 
wanted to export 200,000 
tonnes on their own account. 
Even so, the committee still 
hoped to keep exports at no 
more than lm tonnes. 

In order to keep a tighter 
hold on exports, Russia 
increased aluminium export 
duties from 50 Ecu (£39.25) a 
tonne at the end of 1992 to 130 
Ecu for primary aluminium 
and to 205 Ecu for bartered 
metaL To discourage exports of 
primary metal disguised as 
“scrap", the duty on alumin- 


ium scrap had been lifted to 
460 Ecu a tonne. 

Officials estimated that pro- 
ceeds from nearly half the alu- 
minium exported by the CIS 
last year - about 600,000 
tonnes - were used to buy alu- 
mina (aluminium oxide) and 
other raw materials from the 
west so the CIS smelters could 
continue producing metal. 

“The aluminium committee 
wants stronger control of 
exports, but whether it will 
succeed is another matter,” 
said Mr Wobbe. “They [the CIS 
industry] are begining to 
understand something about 
the free market and that you 
cannot continue for ever prod- 
ucing at a loss." 

• Alusuisse-Lonza said yester- 
day that overcapacity in the 
world primary aluminium 
industry and low prices were 
forcing it to close its Steg 
smelter In the Canton of 
Valais. Renter reports from 
Zurich. Last year the smelter 
produced 48,000 tonnes of 
metal compared with its capac- 
ity of 50,000 tonnes. About 100 
jobs will be lost when produc- 
tion ends In the autumn next 
year. 

Reuter adds from Madrid 
that Spain's state-owned alu- 
minium producer, Inespal has 
told unions it wants to cut 
34,000 tonnes a year from the 
output of its La Coruna 
smelter, which produced 79.000 
tonnes in 1992, and 39,000 
tonnes from the Aviles smelter 
production. Aviles 1992 output 
was 84,000 tonnes. 


Chinese connection helps locals 
to win Russian copper contract 


By Leyla Boulton in Moscow 

THE RUSSIAN-dominated 
Udokan Mining Company has 
won a tender to develop the 
country's biggest copper 
deposit but Australia’s BHP, 
the only other contender in the 
race, has expressed a desire to 
cooperate with the winner. 

UMC is 45 per cent owned by 
a Hong Kong businessman, Mr 
Eddie Wong, with the remain- 
ing shares held by Russia’s 
Arter group and local geologi- 
cal and privatisation authori- 
ties of eastern Siberia's Chita 
region. 

Mr Wong's Chinese connec- 
tions are said to have helped 
secure in advance a 25-year 
contract for UMC to sell 200,000 
tonnes of concentrate a year to 
China, out of expected annual 
production of 360,000 tonnes. 
His stake is held through a 
Cyprus-registered vehicle 
called Chita Minerals Com- 
pany. 

Despite a valiant effort by 


BHP to put together a proposal 
with far less time than its Rus- 
sian competitor, UMC had been 
been expected to win for some 
time. This was not just because 
of Its promise to start mining 
in 1997 but more importantly 
because it was backed by a 
group of Russian plants which 
proposed to supply most of the 
equipment for building the 
mine and accompanying infra- 
structure. 

A BHP representative was 
yesterday quoted in a Russian 
newspaper as saying his com- 
pany was interested in playing 
a role in the project. An 
adviser to UMC said it was too 
early to comment on what this 
might involve. 

Fluor Daniel, the US firm 
which put together Chile's 
giant La Escondida copper 
mining project, will be the 
project manager. Allen & Co, 
the private New York invest- 
ment bank, will be raising 
finance for the $lbn-plus 
project 


Despite the fact that six lead- 
ing western mining companies 
dropped out of the race since it 
was Launched last summer. 
Goldman Sachs, the US invest- 
ment bank which has been 
advising the government on 
attracting foreign investment, 
argues its organisation of a 
world-class tender gave Rus- 
sian authorities a better deal 
than had there been no compe- 
tition at aiL 

It appears at least to have 
succeeded in avoiding the 
shambles of a pioneering Rus- 
sian tender for Sakhalin oil 
reserves, which was badly hit 
by political squabbling a year 
ago but ended with some of the 
losers joining the original vic- 
tors. Since then, a deal with an 
Australian mining company 
for the development of the 
Sukhoi Log gold deposit, 
awarded without a tender, has 
become the subject of a fierce 
dispute over whether and on 
what terms it should be 
allowed to go ahead. 


Coking coal 
cut of $2 a 
tonne in new 
contract deal 

By Garard McLoskey 

THE JAPANESE steel mills 
have struck their first coking 
coal contracts for 1993, bring- 
ing a 82 a tonne cot for top 
quality Australian hard cok- 
ing coeds. 

The settlement, to be 
announced in Tokyo and Syd- 
ney later today, will result in 
a new f.o.b. price of $49.30 and 
set the benchmark for Austra- 
lian and Canadian sales 
throughout Asia. The $2 cut, 
rather than the actual price 
level itself, will also be 
required from the nulls’ US 
suppliers. 

The cat reflects the oversup- 
ply of hard coking coal 
throughout the world and the 
poor state of the steel mills' 
finances. It was made possible 
by the recent slide in the Aus- 
tralian dollar from US75 cents 
a year ago to 68 cents. The US 
producers, faced with 
increased costs and no cur- 
rency benefit, will be hard 
poshed to match such a price 
cut. 

Although the price levels In 
Europe are different for the 
same coals, the settlement will 
probably see the start of Euro- 
pean price negotiations in ear- 
nest 

So far the only settlements 
appear to have been between 
the Polish state coal trader, 
Weglokoks, and Its European 
customers - last Friday Brit- 
ish Steel is believed to have 
agreed to a cut of about $2 for 
Us Polish supplies. 

The Australian/Japanese set- 
tlement is also expected to 
open the way to a fairly swift 
agreement with Australia’s 
steam coal suppliers. 

Steam coal price movements 
are normally linked with those 
of semi-soft coking coals, 
which have been cut by 82.50. 
There are hopes among suppli- 
ers that the cut will be closer 
to $2 but a recent accord 
between three South African 
suppliers and Japanese power 
companies on a reduction of 
$2.45 suggests these hopes will 
not be fulfilled. 

The new South African price 
of $30.59 a tonne, while lower 
than 1992’s contract price lev- 
els, is well above the spot mar- 
ket throughout Europe and 
Asia with business being 
struck at below $25 f.o.b. in 
most markets. 

The Greek cement company 
Heracles has just struck an 
agreement for spot South Afri- 
can coal for about $23.50 a 
tonne. 

Similarly, the 1992 Austra- 
lian price of $38.90 a tonne. Is 
more than 910 higher than 
spot settlements into Aslan 
and European markets. 


Pulling together for UK agriculture 

Why are British consumers buying so 


B ETTER management; 
better budgeting and 
better marketing; “these 
throe, but die greatest of these 
is better marketing". Such 
have been the texts on which 
sermons to British farmers 
have been preached for genera- 
tions. But the truth is that 
most British farmers are far 
more Interested in better pro- 
duction. 

History has conditioned us to 
derive satisfaction from grow- 
ing bigger and better crops and 
from persuading cows to give 
more milk and hens to lay 
more eggs. The UK has always 
been in deficit for food; always 
relied on imports, first from 
the empire and more recently 
also from the European Com- 
munity. Indeed at the start of 
the Second World War Britain 
produced only 30 per cent of its 
food at home. 

Today domestic production 
represents about 55 per cent of 
total food requirements - 70 
per cent of what could be pro- 
duced In the British climate. 
The improvement is a 
direct result of government 
encouragement, over many 
years, to expand home produc- 
tion and help the balance of 
trade. 

But there is still a substan- 
tial food trade gap - the differ- 
ence in value between what is 
imported and exported, which 
Food From Britain, the govern- 
ment-sponsored promotional 
organisation, has pat at more 
than £5-5bn. Of that well over 
half could be produced at 
home. In recent years, as the 
urge to grow more has been 
modified, the food and drink 
trade gap has grown to record 
the highest ration of imports of 
any major sector. And an 
increasing proportion of those 
Imports have been coming 
from other northern European 
EC countries. In other words 
they mainly consist of com- 
modities produced under simi- 
lar climatic conditions to those 
of the UK and could just as 
easily have been produced 
here. 

The question is why are Brit- 
ish consumers baying foreign 
food? 

One of the main reasons is 


FARMER'S VIEWPOINT 



By Davi d Richardson 

undoubtedly the comparative 
lack of marketing expertise 
and organisation in the UK 
agricultural sector. 

Farmers in competing coun- 
tries, like Holland. Denmark 
and France, which have relied 
on agricult ural exports for 
many years, were long ago 
forced to cooperate to bulk up 
commodities for overseas sales. 
Many of these have since 
merged to become powerful 
marketing organisations able 
to supply UK retail chains with 
Large quantities of produce to 
agreed specifications. 

As British supermarkets 
grew to control more than two 
thirds of all food purchases 
and their buyers became more 
de manding , individual growers 
and the UK's much smaller co- 
operatives increasingly found 
themselves losing sales to the 
continentals. It was not that 
the foreign food was necessary 
better nor that it it always 
cheaper, but it could be sup- 
plied in sufficient bulk to be 
spread, in identical form, 
around hundreds of stores. 
Hence the growing penetration 
by EC competitors of the Brit- 
ish food sector and widespread 
concern at the trend, which 
has extended all the way to the 
prime minister’s office. 

Last week the great and the 
good of the British farming, 
food processing and retailing 
industries gathered at 10 
Downing Street for the second 
time in la months to discuss 
ways of improving opportuni- 
ties for British food suppliers. 
Under the chairmanship of the 
prime minister they deter- 
mined, among other t hing s , to 
collaborate to try to source 
more food from UK producers; 


to focus Food From Britain s 
activities on exporting and to 
assist farmers and growers to 
become more market onen- 

^The president of the National 
Farmers' Union, Mr David 
Naish, accepted Mr John 
Major's invitation to chair a 
small group to follow up the 
seminar and to monitor prog- 

re f^rxners will wish him and 
the top level initiative every 
success. Moreover, at least one 
supermarket group, Safeway, 
c laims to have switched £41m 
worth of purchases from over- 
seas to the UK since the first 
Downing Street meeting in 
November 1991. Safeway fur- 
ther states that 82 per cent of 
the food it retails is now 
sourced in Britain and that 
there is potential for a further 
£150m worth within three 
years. 

The other retail giants are a 
little more coy about their 
achievements and plans, but it 
seems probable that they may 
be moving in the same direc- 
tion. 

T hey are not philanthro- 
pists, however. The 
pound's devaluation last 
autumn has mad it much more 
expensive for them to import, 
so, for the time being at least, 
commercial interest coincides 
with patriotism. 

Meanwhile the fundamental 
marketing deficiencies of Brit- 
ish agriculture remain; the 
lack of organisations big 
enough to apply real leverage 
against the retail giants 
and a piecemeal approach to 
promotion and quality assur- 
ance. 

Whether it is a realistic 
objective even to try to build 
groups to match the strength 
of the supermarkets is doubt- 
ful. As someone pointed out at 
a far ming conference a few 
days ago. to be equal in turn- 
over to Sainsbury alone it 
would be necessary to control 
20m acres - half the UK. 

A potential marketing strat- 
egy which has never been fully 
exploited, however, might be to 
promote the real qualities of 
British food in a coordinated 


More Brazilian iron ore deals agreed 


By Bill HInchberger in 
Sao Paulo 

BRAZIL'S Companhia Vale do 
Rio Doce, the world's leading 
exporter of iron ore, has 
reached an agreement that will 
cut the price paid by Japanese 
steel mills by between 11 and 
12 per cent 

Japan is the largest market 
for file state-owned company’s 
ore production, accounting for 
about 19m tonnes of the com- 
pany's 60.4m tonnes of exports 


last year. The price reductions 
are similar in scale to those 
contained in an agreement 
with German producers 
announced last week, and 
which the company suggested 
would set the pattern for Its 
prices for the rest of Europe. 

High grade northern sinter 
material, from the Carajas site, 
will be supplied at $18.15 a 
forme and southern sinter at 
S16 JO a tonne. 

Prices for pellets will be 
renegotiated under a separate 


accord. The German deal 
Included a price reduction 
for pellets from $3L to $28 a 
tonne. 

CVRD's existing contract 
with the Japanese mills will 
remain in effect until its sched- 
uled expiry in April A com- 
pany official said that the early 
renegotiation was “completely 
atypical". 

lire company also revealed 
that producers in the UK and 
Italy will enjoy similar price 
reductions. 


way so that it became natural 
and automatic for consumers 
to buy items that were home 

produced. 

Attempts at this have been 
made before. Food - From 
Britain, for instance, launched 
“quality certified" British food 
a few years ago. That was inad- 
equately focused and did not 
take off. The NFC came np 
with its “Food From the Coun- 
tryside” initiative in 1991, bat 
it too has failed to make a sig- 
nificant impact. And these are 
dozens of individual commod- 
ity schemes through which 
producers and retailers are 
seeking to gain commercial 
advantage by advertising some 
special assurance of quality. 

They are all too small, how- 
ever. to impress the busy 
housewife and most of the lim- 
ited cash available for such 
schemes Is being wasted. What 
is required is a strategy to 
ensure the quality of UK pro- 
duced food and to promote it to 
consumers. Effective UK polic- 
ing of EC regulations already 
means that the quality and. 
safety of British food is equal 
to or above that of most com- . 
petitors, even though this feet 
is largely unrecognised by the 
public. It is high time capital 
was made from this superiority 
and all supermarkets fulfilled 
their collaborative assurances 
to the prime minis ter and sub- 
merged their own-brand mar , 
keting ploys on behalf of farm- 
ers and the nation. 

They should co-operate to 
initiate a nationally co-ordi- 
nated strategy involving all 
those represented at 10 Down- 
ing Street last week and many 
others. It should establish pro- 
duction criteria acceptable to 
consumers. It should set stan- 
dards for ethical, responsible 
and safe methods by which 
food should be produced. And 
it should provide a system of 
verification that the quality 
standards being claimed are 
achieved. 

It would not be easy, because 
of factional interests. But the 
reward for attempting it could 
be a truly integrated British 
food industry serving the inter- 
ests of the government, the 
formers and the consumers. 


SA’s maize crop 
facing failure 

SOUTH AFRICA’S 1992-93 
maize crop is at a critical stage 
and widespread rains are 
needed in the next few days to 
prevent a crop failure for the 
second year running, industry 
officials said, reports Renter 
from Johannesburg. 

“The crop is at a critical 
point. We need good, wide- 
spread and soaking rains in the 
next few days," Mr Peter 
Cowoie, head of the Maize 
Board, said yesterday. 



WORLD COMMODITIES PRICES 


MARKET REPORT 

London robusta COFFEE futures 
were depressed by further heavy 
speculative selling in New York 
yesterday, which traders 
attributed to technical factors. 
The March position in London 
closed at $956 a tonne, down 
£19 on the day. COCOA futures 
were also down, but that was 
largely a reflection of sterling’s 
strength against the US dollar 
and dealers said the market’s 
mood remained basically 
"constructive" after the 
comfortable absorption of about 
40,000 tonnes of producer sales 
last week. At the London Metal 
Exchange the pound's firmness 

London Markets 

SPOT MARKETS 

Crude oil (per barrel FOBHMar) ► or - 


COCOA - London FOX 


Dubai 

Bretil Blend (dated) 
Brant Blend (Mar) 
W.T.I (I pm eat) 


£15.15-5-25 -0.15 
SI 7*0-755 -.125 
S17.40-7.50 -0.15 
518.85-9 00 -0.15 


OU products 

(NWE prompt delivery per tonne CIF + or - 

Premium Gasoline $183-187 

Gas Oil £170-171 -I 

Heavy Fuel Oil S72-73 +0.6 

Naphtha £180-183 -I 

Petroleum Argua EaUmanu 


Gold (per (ray oz)4 53281 5 

Silver (per troy o*HF 387 .5c 

Platinum (per troy OZ) S357.0 

Palladium (per troy oz) £108.65 

Coppor (US Producer) 106.5c 
Lead | US Producer) 33 Sc 

Tin (Kuala Lumpur market) I4_8?r 
Tin (New York) 271 *C 

Zlrtc (US Prime Western) 62.0 C 

Cottio (live weightt It7.42p 

Snoop (live weight]!# B7.6Sp 
Pips (live weigh|)t 80.33p 

London dally sugar (raw) S217.T 
London dally sugar (white) S2G8.B 
Tan and Lyle export price 1248-5 

Barley (English rood) Cl 35 75 u 

Maize [US No. 3 yenowi £161.0 
Wheal (US Dark Northern) Unq 

Rubber (Feb)V 84.75p 

Rubber (Mar)V 6S-25p 

Rubber (KL RSS No 1 Jen) 237 On 

Coconut oil (Philippines)? $452.Sy 
Palm Oil [Malaysian}*} 5407-57 
Copra (Philippines^ 5280 
Soyabeans (US) £174.0 

Cotton ’A" Index 57.80c 

Wooltopa (64s Super) 389p 


Palm Oil [MslaysisnH 5407 -57 *-2.3 

Copra (Philippines)? 5280 

Soyabeans (US] £174.0 +0.5 

Cotton ’A" Index 57.80c +0.05 

Wooltopa (64s Sup er) 388p 

£ a lonne unless otherwise staled, p-pence/kg. 
c-cems/lb r-rlngglt/kg. y-Mar/Apr u-Feb.x- 
Aug.w-Oec/Jan z-Jan/Mar. VLondon physical. 
5CIF Rotterdam + Bullion market Close, m -Ma- 
lays! an cenu/kg.4ySheep pncaa are now live 
weigh! prices ' change from a week ago. provi- 
sional prices 


masked a modest rise in dollar 
prices for COPPER. LME NICKEL 
prices rose smartly from early 
lows, but the cash price stilt 
closed $42.50 down at $5,765 
a tonne. Dealers said some 
support developed on the dip 
below $5,800 a tonne, and prices 
continued to advance on 
short-covering in after hours 
trading. There was little reaction 
in the gold market to news of 
the renewed allied attacks on 
Iraq and the London bullion 
market price closed just 30 US 
cents higher at $328.15 a troy 
ounce. ' 

Compiled from Reuters 

SUQAfl - London FOX (S per tonne) 

Raw Close Ptevtous Hlgh/Ure 

Mar 188 00 190.00 189.80 187.40 

May 183.00 1B3.00 192.00 

White Close Previous High/Low 

Mar 251.60 264.00 2S3*0 251*0 

May 2KLS0 256.00 253-30 232.00 

Aug 258-50 259.50 298.10 258.00 

Oct mao 246.50 245.10 243.00 


Turnover Hew 48 (2) lots ol 50 tonnes. 

White 548 (1208) Parte- White (FFr par tonne): 
Mar 1416.83 May 1439.04 

CRUDE OIL - IP* S/bsrre 



Latest 

Previous 

High/Law 

Mar 

17.47 

17.50 

17.75 1788 

Apr 

17.81 

17.81 

17.83 17.53 

May 

17.70 

17.74 

17*8 17.87 

Jun 

17.81 

1787 

1800 17*1 

Jul 

1791 

17.94 

18.00 17.91 

ire Index 

17.55 

17.19 



Turnover 16864 (14868) 


DAS OIL - IPB 


S/tonne 

Hlgh/Low 

Feb 

165*5 

188.00 

187*0 165.00 

Mar 

166.80 

186*5 

167 60 165*0 

Apr 

164.75 

165.25 

188*0 164*0 

May 

164.76 

186*5 

166*0 164.75 

Jun 

184.75 

166*0 

186.75 164.75 

Jul 

106.75 


188.60 188.76 

Aug 

189*5 


189*0 

Sep 

171.50 


171.75 


Turnover 8389 (6479) lots of 100 tonnes 


There was strong general demand, reports 
the Tea Broker's Association Coloury 
Assams ruled hilly flrm to often dearer, but 
plainer types were Irregular. Brighter Afri- 
cans sold well with prices 5 to lOp higher, 
while mediums remained fully Arm. Off- 
shore teas met good competition at gener- 
ally dearer rates. Quality 210p/kg. good 
medium 182 p/kg. medium lesp/kg. low 
medium I28pft<g. 




Close 

Previous 

Hlgh/Low 

Mar 

2PS 

713 

713 702 

May 

718 

728 

728 718 

Jul 

730 

741 

738 730 

Sep 

744 

764 

751 743 

Doc 

783 

775 

772 786 

Mar 

787 

798 

793 787 

May 

BOO 

810 

801 799 


Turnover 2860 (5256) lota ol 10 tonnes 
1C CO indicator prices (SOfla per tonne). Dally 
price lor Jan 15 784 58 (789.16) 10 day average 
Ur Jan 14 750.92 (747.80) 


COFFEE - London POX 



Close 

Previous 

Hlgh/Low 

Jan 

973 

987 

971 950 

Mar 

957 

975 

981 940 

May 

938 

951 

938 920 

Jtd 

077 

938 

928 912 

Sap 

934 

945 

935 918 

Nov 

940 

952 

831 


TurnowerB196 (3157) tots of 5 tonnes 
ICO Indicator prices (US cents per pound) lor 
Jan 15: Comp, daily 60.77 (60.77) 15 day average 
81.94 (6222) 


POTATOES - London FOX 

Close Previous HtgtiTLovr 

Apr 620 62-5 61.0 

May 71.0 71.0 

Turnover 4 (23) lots at 20 tonnes. 

SOYAMEAL - London FOX 

Close Previous High/Low 
Apr ISO .SO 193.00 162.00 ISO 

Turnover 75 (36) lots of 20 tonnes. 


PRBaHT - London POX 


910/Index point 



Close 

Previous 

Hlgh/Low 

Jon 

1265 

1280 

1280 1268 

Feb 

1256 

1270 

1285 1253 

Mar 

1266 

1265 

1260 1255 

Apr 

1260 

1268 

1270 12S5 

Bfl 

1283 

1294 

1283 

Turnover 173 (118) 

arums 

- London FOX 

E/tonne 

Wheal 

Close 

Previous 

Hlgh/Low 

Jon 

Mar 

138*0 

137.40 

135 SO 
137*0 

138.50 138.00 

137.40 

May 

139 30 

139*0 

139*0 139.15 

Bartey 

Clasa 

Previous 

Hlgh/Low 

Jan 

131*5 

- 



Turnover Wheet 63 (3T4). Barley O (83). 
Turnover lota ol 100 Tonnes. 


PMS - L o n do n POX (Cosh Settlement) p/kg 



Close 

Previous 

Hlgh/Low 

Mar 

104* 

103.5 

104.0 

Apr 

104* 

104.0 

104 0 

May 

105* 

104.5 

104* 

Juf 

104.0 

104.0 

103* 


Turnover 13 (12) Ms of 3-250 kg 


LOW DON METAL XXCHANOE 

Close Previous 

XlumWum, 99.7% purity (£ per tonne) 

Cosh 1212-13 1214-8 

3 months 1234-34.5 1236-8 

Copper, Grade A (C per tonne) 

Cash 1433.5-34 5 1446-6 

3 months 1452-52-5 1482-2.5 

Lead (E per tonne) 

Cosh 280.5-1.50 2834 

3 monlha 291-92 233.5-4,0 

tOcfcel |S par tonne) 

Cash 5780-70 5805-10 

3 months 583Q-35 5875-85 

Tin (S per lonne) 

Cash 5880-65 5840-50 

3 months 5925-30 5900-10 

Zinc, Spectef Wgh Grade IS per tonne) 
Cash 1057-5-58.5 1082-3 

3 months 1078-783 1081-2 

LME dosing C/S rate: 

SPOT: 1.5495 3 months: 1-5360 


(Prices supplied by Amalgamated Metal Trading) HEATING OIL 42.000 US galls. cente/US galls CfUCclCJO 


1205.5/1205 

1235/1224 


1426/1424 

1453/1441 


574015730 

5895/5770 


5845 

5920/5905 


1 055-5/ 1055 
1077/1089 


LONDON BULLION MARKET 

I Prices supplied by N M Rothschild) 

Ootd (troy oz) 

5 price E equivalent 

Close 328.00-328.30 

Opening 327.80-328.00 

Morning fix 327.90 212.412 

Afternoon (lx 328.15 212.062 

Days high 328*0-328.50 

Day's low 327.70328.00 

Loco Ldn Mean Gold Lendteg Hetas (Vs U8S) 


AM Official Kerb dose Open Interest 

Total dally turnover 58 139 lota 

1205-05.5 

1227-27.5 1233-34 180.585 lots 

Total dolly turnover 48,891 iota 

1425-25.5 

1444-44,5 1444-45 158,987 lots 

Total dally turnover S*S8 lots 

279-79-5 

290-25-0 JO 289-90 19*09 lots 

Total daily turnover 9,001 lots 

5720-30 

5800-05 5870-75 43.331 lots 

Total dally turnover 1,857 lots 

5840-45 

5905-15 5820-30 8342 lota 

Total doily turnover 44.500 lots 


9 months: 1.5185 


Latest Previous High/Low 


SOYABEANS 5.000 bu min; centeftOTb bushel 


S3S0 

54.30 

53.15 

53.56 


Close 

Previous 

High/Low 


54.00 

53*0 

Jan 

587/2 

583/0 

588/0 

580ft) 

53*0 

53.15 

Mar 

584/2 

581/4 

585/4 

578ft) 

83.35 

63*5 

Mey 

587/2 

584/0 

see m 

580/4 

53.65 

53.40 

Jut 

591/8 

saa/4 

532/8 

585/2 

64.50 

54.15 

Aug 

592/8 

589/4 

593/0 

586/4- 

55*5 

65*0 

Sep 

591M 

588/0 

591/4 

586ft) 

0 

0 

Nov 

595/0 

592/2 

596ft) 

588/2 


58.80 

SOYABEAN OIL 60.000 lbs: Cants/ lb 



COCOA 10 tonnes^/tonnes 


1 month 

2 months 

3 months 


0.29 8 months 

0.43 12 months 

081 


6 months: 1.5252 9 mom 

New York 

GOLD 100 troy ol; S/troy oz. 

Close Previous High/Low 

Jon 328 0 327.0 0 

Feb 328.0 327.0 338* 

Mar 328.5 327* 0 

Apr 329.0 328.0 329.1 

Jun 330.1 329.1 330.4 

Aug 331.4 330.5 330* 

Oct 332* 332X1 0 

Dec 334.4 333.5 334.4 

PLATINUM 50 troy ac S/troy 02. 



Close 

Previous 

Mflh/Low 





Hlgh/Low 

Mar 

983 

990 

988 

977 

Mar 

21*0 

21.52 

21.82 

May 

1009 

1014 

1010 

1000 

May 

21*3 

21.74 

21.88 

Jul 

1028 

1093 

1028 

1024 

Jul 

22.02 

21*2 

22.02 

Sep 

1062 

1057 

0 

0 

Aug 

22.00 

21.94 

22.00 

Dec 

1079 

1089 

1078 

1078 

Sep 

22.05 

21*5 

22.05 

Mar 

1113 

1112 

0 

0 

Oct 

22.10 

21*5 

22.10 

May 

1138 

1137 

0 

0 

Dec 

22.08 

21.98 

22.15 


JuJ 1160 1199 0 

Sep 1183 1182 0 

Dec 1213 T212 0 

COFFEE -C- 37*00IW; cents/lbs 


SOYABEAN HEAL 100 tons; S/ton 



Oooe 

Previous 

Hlgh/Low 


Mar 

88*5 

69.75 

68*5 

86.75 

May 

74*0 

74.70 

74*6 

72*0 

Jul 

75*5 

78*0 

75.96 

74.25 

Sep 

77*0 

78*0 

77*0 

76.16 

Dec 

80*5 

80.75 

80.00 

70.00 

Mar 

82.70 

83*0 

0 

0 

May 

86.00 

86.15 

0 

0 



Close 

Previous 

Hlgh/Low 

Jen 

180.4 

184.6 

186* 

Mar 

185.1 

183* 

185* 

May 

184* 

183.0 

164* 

Jul 

185.1 

184.0 

>85* 

Aug 

185.6 

184.8 

185.8 

Sep 

180* 

186.5 

188* 

Oct 

187* 

188* 

0 

Dec 

187.7 

187.4 

188.0 


MAIZE 5.000 bu min; centa/SStb bushel 


SUGAR WORLD ««- 112.000 ttte; cents/lbs 


Spot 237.35 

3 months 24120 

6 months 244.95 

13 months 252*5 

GOLD COINS ~ 


Krugerrand 328.00-331.00 272.00-2 M. 00 

Maple leal 337.36-340.15 - 

New Sovereign T8.SO-81.50 51 .00-63.00 


AfumWum (99.74k) Calls Puts 

Strike price £ tonne Feb May Feb May 

1200 42 73 15 24 

1225 27 SB 26 33 



Close 

Previous 

Hlgh/Low 


Jon 

359.4 

359.0 

0 

O 

Apr 

368.4 

3560 

3500 

355.5 

Jul 

354.1 

333.7 

355.0 

353* 

Oct 

3526 

352* 

0 

0 

Jan 

351.4 

351* 

0 

0 


StLVER 5.000 troy oz: conts/troy oz. 


Copper (Qrado A) 
2200 
2250 
2300 


86 88 34 82 

47 64 SB 87 

23 46 Bt TIB 

Mar May Mar May 

32 43 28 S7 

13 27 57 91 

5 17 59 131 



Close 

Previous 

Hlgh/Low 


Jan 

386* 

366* 

0 

0 

Feb 

387* 

388.0 

0 

0 

Mar 

368* 

388.8 

368 5 

126.6 

May 

370.7 

389* 

371.0 

389.0 

Jul 

373.1 

371* 

373.9 

371.5 

Sep 

375.7 

374* 

0 

0 

Dec 

370.8 

378.3 

380* 

378* 

Jan 

380* 

379.3 

0 

0 

HIGH GRADE COPPER 25.000 lbs: cents/lbs 


Close 

Previous 

Hlgh/Low 


Jan 

97.90 

98.15 

08*0 

97.80 

Feb 

98*5 

98.40 

98 65 

98.15 

Mar 

98*0 

98.80 

1 00X0 

98.90 

Apr 

98 85 

99.00 

99.30 

99*0 

May 

99*0 

99.15 

100*0 

98.90 

Am 

99.10 

69*5 

99*0 

99.30 

Jul 

99.25 

99*5 

100*0 

99*0 

Aug 

99.40 

99*0 

0 

0 


Mar 

8.41 

8.57 

8*4 

May 

8*8 

8.68 

8.64 

Jut 

8*4 

B.74 

8.70 

Oct 

8*4 

8.73 

8.70 

Mar 

8 89 

3.77 

8.74 

May 

8.75 

8*3 

a 

COTTON 50,000; cents/lbs 


Close 

Previous 

Hlgh/Low 

Mar 

81.01 

81*8 

81.48 

May 

81*0 

61.87 

61.70 

Jul 

62.05 

62.20 

62.15 

Oct 

61.40 

61*0 

61*0 

Dec 

60*4 

80*7 

60*5 

Mar 

81*1 

81.10 

01*0 

May 

Cl. 66 

81.60 

a 

Jul 

62.15 

82.00 

0 



Close 

Previous 

High/I 

Mar 

218ft) 

217/0 

218/2 

May 

225/8 

225/0 

226ft) 

Ju) 

232/6 

231/8 

233ft) 

Sep 

238/0 

237/2 

238/0 

Dec 

24J/2 

242/8 

243/4 

Mar 

240« 

248/4 

24916 

May 

254/4 

254/4 

254/4 


OBANOE JUKE 15,000 lb* cents/lb s 
Close Previous H lgh/U>w 
Jan ao.io ai.oa 60.00 restf 

Mar 81.80 82.05 82.00 80.00 

May 84.80 84-45 84*0 82*0 

Ju) 86.00 88.05 88.00 85.00 

Sap 86.90 87.05 87.00 8625 

Mow 88.05 86.76 0 0 

Jen 8350 87.60 89.00 88.00 

Mar 89.65 8859 89.68 89.60 

May 80.05 90X15 0 0 


WHEAT 5,000 bu min: cents ftBH+buahel 

Previous Hig h/Low 

Mar 381/4 38072 382/0 

May 366/2 356/4 357/n 

J^ 331/2 332/2 332* 

Sep 335/0 33572 33074 

Dec 345/4 345/4 345/4 

Mar 348/4 348/4 p 

LIVE CATTLE 40,000 lbs; cents/lba 

0090 P revious Hlgh/Low 

F«b 80.850 00.700 81.150 

Apr 78725 79 075 79.450 

ra-*® 74X00 74.175 

Aug 71.600 72.12s noun 

Ott 72.100 72.750 72J60 

7,1125 

** W- 960 80.700 81.150 

LIVE HOGS 40.000 lb; cents/lbs 


Mar May Mar May CRUDE Ofl. (Light) 42.000 US flails Vbarrel 
78 4 9 Latest Previous Hlgh/Low 

24 43 19 26 jj** ”JJj® lfl-97 19 03 1678 

Mar 19.02 13.03 19 . 15 1690 

Apr 19,14 18.17 19JZ7 19.03 

Mar Apr Mar Apr May 19.28 19.29 (9.40 1920 



Latest 

Previous 

Hlgh/Low 


Fob 

18*0 

18.87 



Mar 

10.02 

13.03 

19-15 

18.90 

Apr 

19-14 

19.17 

19*7 

19.03 

May 

19.28 

19*9 

19.40 

19*0 

Jun 

19.40 

19.41 

19.47 

19*6 

Jul 

19.52 

19.40 

16.58 

16.42 

Aug 

19*3 

16.53 

19*7 

19.47 

hep 

19.58 

19.57 

19*6 

19*0 


REUTERS (Brae: September 18 1931 - 
100 ) 

Jan. 18 Jan IS mnth ago yr 

17086 T 714.7 1883.1 inns 3 

DOW JOtgS (Base; Dec. 31 1974 -- iqq) 

J an. 16 Jan 1 4 ninth ago y r ago 

Spol 12384 123.60 121.51 

Futures 122.49 122/91 121*8 122.81 



Close 

Previous 

Feb 

43*75 

44.026 

Apr 

43*00 

43.500 

Jun 

47 ass 

48*00 

JW 

47*75 

47*00 

Aug 

45.900 

46*50 

Oct 

41.975 

42*25 

Dec 

42*00 

43*50 

Feb 

43*76 

48.275 



«2-225 42X150 

IF 50 «■«» 

Feb 43376 48.275 O 

POHK bellies 40,000 aw, centsnb ' 

Close Previous Hlgh/Low 


37.500 
37.900 
38.975 
36350 
36 12 S 
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LONDON STOCK EXCHANGE 


Shares drift down in lacklustre trade 


By Terry Byland, 

UK Stock Market Editor 

but ground to a 

SJa yeSte ? ay afternoon as the 
® tock ^market turned 
its attention from the uncer- 
tain economic scene to the 

wllSn 46 ^ 8 tensi °us in the 
Middle East. Although shares 
ndbedaftergiving ground 
when Herr Dietmeyer. vice- 
president of the Bundesbank, 
arid mflation in Germany was 
still “unacceptably high", news 
of a fresh allied air strike 
against Iraq unsettled the mar- 
ket in the second half' of the 
session. With Wall Street activ- 
ity reduced by the Martin 
Luther King holiday, London 
closed on a lacklustre note. 

Firmness in sterling gave 
some support at first to hopes 
that the next cut in UK base 
rates will not be too long 
delayed, in spite of a warning 
from Mr Norman Laniont. 
chancellor of the exchequer, 
that the government faces diffi- 
culties in keeping inflation 
under control. But optimism 
was finally discouraged yester- 
day by Herr Dietmeyer's com- 
ments, which undermined 
hopes that the Bundesbank 
might this week lead the way 
to lower interest rates across 
Europe. 

The FT-SE Index closed 2 
points lower on the day at 
2,763.1, having failed to sustain 
an early gain of 10 points as 
investors hoped that the new 


trading account which opened 
yesterday would bring some 
recovery from the setback of 
the previous week. 

In the absence of support 
from the investment funds 
share prices moved narrowly 
throughout the session. The 
more revealing image of the 
trading session came from the 
day's Seaq volume total of only 
488m shares, the lowest daily 
figure since the turn of the 


year. On Friday 616.5m shares 
were traded, and re tail, or cus- 
tomer, business was worth 
£1.19bn, well up to recent daily 
averages. 

'US dollar weakness, in spite 
of warlike developments in the 
Middle East, took the heart out 
of the international blue chips. 
Leading oil issues suffered 
from the subdued trading pat- 
tern on Wall Street. 

Traders believed that the 


London market was still 
restrained by fears of rights 
Issues from leading UK compa- 
nies, and also by concern over 
the outlook for the government 
bond market as the City 
awaited details of the impend- 
ing funding moves. 

The current setback in equi- 
ties was ascribed to tbe unex- 
pected commitment of invest- 
ment funds to UK stocks 
during the Christmas period. 
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At that time, share prices rose 
strongly, with gains often 
exaggerated by lack of stock on 
traders' books, and are proving 
highly vulnerable now that tbe 
institutions have backed away 
again. 

Today is expected to bring 
the first comprehensive details 
of the Christmas selling season 
at the leading UK retail stores. 
Hints of higher retail sales 
volumes in the final days of 
December, which traditionally 
provide the lion's share of sales 
and annual profits for the 
retailers, underpinned the 
stock market's Christmas 
gains. 

The warnings on inflation, 
both from the UK chancellor 
and the Bundesbank vice-presi- 
dent, have also damped down 
the enthusiasm shown on the 
London stock market during 
the final months of last year. 
Hopes for a further reduction 
in UK base rates, probably to 6 
per cent, have now been post- 
poned until the spring and, 
according to some analysts, 
will be incorporated in the 
chancellor's Budget measures. 


FT-SE 


Actuaries Share indices 



FT-SE MID 250 
2895.7 +5.1 


THE UK SERIES 


FT-A ALL-SHARE 
1340.25 +0.09 


336 -1 
903 41 
527 -4 


Account DeaKng Dates 

TO OaMagn 
Jan 4 

Jon 10 

Fee i 

OpOon DadareHonK 

Jan 14 Jan 2S 

Fab It 

Lara Oaaflogra 

Jan IS 

Jan 29 

Fab 12 

Account Dm 

Jan 25 

Fab 0 

Feb 22 
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Two-way 
pull on 
Airways 

BRITAIN'S flag carrier airline 
British Airways was one of the 
most actively dealt stocks yes- 
terday as negative sentiment 
continued to exact its toll on 
the shares following last 
week's “dirty tricks” settle- 
ment with Virgin Airways. 

Turnover rose to 4.7m and, 
at the day's worst, the shares 
were down 10% at 260p on fear 
of further negative revelations 
over the affair. This was com- 
pounded by concern that BA 
may have to surrender more 
lucrative slots to Virgin follow- 
ing a meeting last night with 
the UK transport minister. 
Fears of an escalation of the 
conflict with Iraq also weak- 
ened the market's enthusiasm. 

However, a feeling that the 
earlier falls had been overdone 
later emerged, boosted by 
reports that BA would soon 
announce a revised partner- 
ship deal with USAir, the sixth 
largest carrier. 

This steadied nerves and, 
together with bargain hunting 
during tbe afternoon, helped 
the stock to lift off the bottom 
and close 5 % down at 265p. 

Thames deals 

Thames Water underper- 
formed a generally unhappy 
water sector after reports that 
the group's directors had sold 
around 1.2m bonus shares into 
the market The Thames direc- 
tors were said to have sold the 
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stock at 480p and it was later 
placed in the market around 
482p. The block accounted for 
most of the turnover In 
Thames Water yesterday, 
which totalled some 3m shares. 

The Thames stock was 
thought to have been taken 

with a minimum of fuss. But 
there were suggestions that the 
water sector had seen a good 
deal of switching involving the 
four water stocks in the FT-SE 
100. Anglian lost 7 to 476p, 
North West 6!4 to 469p and 
Severn Trait 6 to 455p. Thames 
settled 9 off at 484p. 

Unilever pleases 

Reports of strong earning s at 
Unilever at the first of a series 
of planned meetings with ana- 
lysts helped to bolster confi- 
dence in the shares, which 
have underperformed both the 
food manufacturing sector and 
the general market over the 
past . three, months. 

The shares advanced 11 to 
I079p, although in thin turn- 
over of 700,000. The presenta- 
tions, held to inform market 
specialists about Unilever's 
fourth-quarter trading pos- 
ition, are due to continue over 
the next few days, with ana- 
lysts predicting further 
strengthening on the group’s 
upbeat message. 

Earnings growth in the US, 
where operating profits 
declined last quarter, was 
reported to have recovered 
well, while reassurances were 
given over market worries 
about Unilever's exposure to 
the weakening German econ- 
omy. There was also talk of 
Unilever strengthening its 
position in a number of key 
sectors, with the group pri- 
vately saying that earnings 
growth was above 15 per cent 
on the same period last year. 

By coincidence, the Anglo- 
Dutch group yesterday 
announced a tie-up with BSN, 
the French food company, to 
market frozen yoghurt on the 
Continent. Unilever shares 
have underperformed the All- 
Share by around 8 per cent 
over the last quarter and the 
food manufacturing sector has 
lagged behind the All -Share by 
1 per cent. 

BCI meetings 

Meetings between Blue Cir- 
cle Industries and several Lon- 
don stockbroking firms pro- 
vided the trigger for minor 
increases in profits estimates 
by building analysts. Also, 
worries about a possible cot in 
the building materials group’s 
dividend, due to be announced 
in mid-April, when it reports 
preliminary figures, were gen- 
erally dispelled- 
Specialists said Cazenove, 
BCTs own broker, had met the 
company and edged its current 
profits forecast higher, from 
around £78m to £84m. although 
this was not confirmed. 

The upgrade was described 
as largely cosmetic and made 
because tbe proceeds of the 
recent disposal by the group of 
its ATCO lawnmower business 
will be taken above the line on 
the profit and loss account. 
“The rise In the shares reflects 
prospects for 1993 and the 
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ED tension in the 
st, along with con- 
o rries over the UK 
ed to a lack of activ- 
derivatives sector. 
[ Kibazo. . 
jffe, trading in the 
ttract on the FT-SE 
;ned at 2+789 and 
from several US 
,n sent it to 2,794. 
tive mood faded as 


fears of further activity In the 
Golf emerged and the guts 
market performed poorly. Bi- 
ll. 3 0am, the contract had 
fallen to 2,766. March drifted 
for the next Hew hours before 
talk of a cut in interest rates 
led to renewed buying- 
This was curtailed by con- 
firmation of an attack in the 
Middle East as the early buy- 
ers used the unease over the 
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dividend,” said one analyst. 

BCI shares closed 12 higher 
at 208p after heavy turnover of 
4^m. The shares fell away to 
124p last October, the lowest 
level since August 1986, but 
have subsequently moved 
sharply higher, partly because 
of takeover speculation. 

Composite insurers provided 
two firm features in General 
Accident boosted by a Hoare 
Govett recommendation and 14 
higher at 574p, and Commer- 
cial Union, where UBS was 
believed to be recommending a 
switch from Prudential into 
CU. . 

A move by glass manufac- 
turer PiBdngton to increase its 
float glass prices by 8 per cent 
drew a positive response from 
the market, where Pfikington 
shares were hoisted 4 to lllp. 
Turnover was a good 3.2m 
shares. 

The price rise is the third by 
Pfikington since the winter of 
1991. The previous two felled to 
stick. Tbe news immediately 
impacted on Heywood Wil- 
liams, the glass distributor, 
whose shares raced up 12 to 
204p on hopes of improved 
merchanting margins. 

Housebuilder Tay Homes 
shocked the market by 
announcing a profits warning, 
the shares losing 17 at 151p. 
after 146p. 

Pharmaceuticals group 
Glaxo Holdings rose 12 ‘A to 
72Sp after recent falls and a 


rebound on Friday in US drug 
shares. The stock shrugged off 
reports from the Netherlands 
that Glaxo’s new migraine 
treatment might be linked with 
heart attacks as well as harm- 
less chest pains. 

Second-line pharmaceutical 
stocks, featured as a buy 
opportunity last week by one 
analyst, also performed well. 
Amersham gained 5 to 679p 
and London International 
improved 5 to 269p xd. The sec- 
tor was hit in the new year as 
a number of investors moved 
away from stocks perceived as 
recession proof 

Recently merged television 
company Yorks hire/Tyne Tees 
jumped 14 to I36p ahead of 
today's full-year results. The 
company is expected to 
announce profits of about 
£20m. 

There was very vague talk 
that Carlton Communications 
might link up with London 
Weekend Television. Carlton, 
which has been recommended 
by analysts for fundamental 
reasons, gained 10 at 813p. 
LWT preference shares put on 
5 at 300p. 

Belief that Resort Hotels will 
hold its dividend tomorrow, 
together with a broker’s buy 
note, helped the shares 
improve 3 to 42p. 

Bass remained friendless, 
with the pall of sell notes from 
Kleinwort Benson and Nat- 
West Securities continuing to 
cover the stock. There are also 
worries over the annual meet- 
ing statement due this week. 
The shares closed 11 cheaper at 
588p. 

Vague bid talk was heard in 
Cadbury -Sch w eppes after last 
week's Hanson rumours, but 
the shares felled to react, clos- 
ing a penny firmer at 460p. 

Hopes of good interims this 
week from Park Food lifted the 
shares 6 to 22lp. 

Dixons was weak in early 
trading after weekend press 
reports over the quality of its 
earnings, but the shares later 
rallied to close VA ahead at 
227p xd. 

The market appeared to dis- 
count suggestions that aero- 
engine maker Rolls-Royce 
would cut the dividend in 
March when it reports full 1992 
year figures. The shares rose 5 
to U2p in trade of 3.1m. 

Confirmation that Charter 
Consolidated is planning to 
sell its 38.4 per cent stake in 
Johnson Matthey lifted the for- 
mer and depressed the latter. 
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news to turn sellers. 

March closed at 2,769, down 
16 from its previoos close and 
3 points below its estimated 
fair value premium to cash, 
which yesterday fell to 9. 
Turnover was a poor 4,981 
contracts, just over half Fri- 
day’s total. 

Traded options were equally 
dull and turnover reached a 
meagre 17,541 lots. Some 4,759 


contracts were dealt in the 
FT-SE 100 option, while the 
Euro FT-SE 100 option only 
traded 626 lots. 

Lonrho was the most 
actively dealt stock option 
with a day’s total of 1,842 lots. 
This was followed by Hills- 
down at 1,720 and then by 
British Airways at 985, with 
the January 280 puts the most 
busy series. 


Shares in Charter rose 15 to 
663p, while those of Johnson 
Matthey gave up 19 to 494p. 
Several possible buyers were 
named, including German car 
group Volkswagen, but the 
fevourite appeared to be Amer- 
ican Barrick, the Canadian 
gold producer. 

Chemicals group Courtaulds 
slid 11 to 558p on muted mar- 
ket talk of a profits downgrade. 

Industrial gases specialist 
BOC Group improved 3 to 746p, 
with Hoare Govett hi g hli g hting 
the stock in its weekly sector 
review. The group also 
announced the appointment of 
a new deputy chairman. 

MARKET REPORTERS: 

Christopher Price, 

Joel Kibazo, Peter John, 

Steve Thompson. 

■ Other market statistics. 
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Additional imormiukMi on the FT-SE AOteartaa Shora Indlcoa Is publlshod in Saturday tsouea Lists of eonsinuonB are available from The 
Financial Times Limited, One Eouttmark Bridge. London SE1 9K_ Tha FT-SE Actuaries Share Indices Service, which covers a range of electronic 
and paper-based products relating lo these Indices, is available bam RNSTAT at die same address. 

Hie Increase in die size ol the FT-Actuaries All-Share Index born January 4 1993 means dial tha FT 500 now contains more slocks H na* bean 
renamed the FT *500*. 

Tha FT-SE 100. die FT-SE Mid 2SO and Uw FT-SE Actuaries 350 Indices are comprtod by the London Stock Exchange and Uw FT-Aduarles 
AH-Share index 13 compiled by Tha Financial Times Limited, boih in conjunction whh die institute ol Actuaries and me Faculty ol Actuaries under 
a standard sal ol ground rules. ® The International Stock Exchange ol die United Kingdom and Republic ol Ireland Limited 1992. - The Financial 
Times Limited 1992. All rights reserved. "FT-SE- end -Footsie' are joint Hade marks and service merits o' ate London Slock El then 90 and The 
Financial Times Limited. 

The FT-SE Actuaries Share IntSces are audited by Tha WM Company. 
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Current Unit Trust prices are available from FT Cityline. For further details call ( 071 ) 925 2128. 
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Stand Id Ha. Portland Tm. Soulharopua. 0703^32323 
1371 


- Midland Life LitnHed 


BZWlM Managed 

’ FuWhy Managed 

“ HlllSrnurt Maugcd 
~ tawgm tendril Uauro 

“ PDFS Managed . .. 
~ Schroder Manara - 

Prsfessoiai Managre 


- Nopotch Hse. Commercial It). Samtartplfl* 0703 229929 


178 5 
2363 
317X1 
5292 
9983 


2176 
2470 
317 1 
52L4 
8705 

199.9 

213.9 


0737 370370 Balanced FA 
DefoahtFd . 
5n»Fd 


* 0.1 
*02 
404 
+2 4 
+3 8 
*03 
*04 
- 0-2 
-03 
-0.3 
-05 


AitmelximnFd . 1619 

715 
690 
795 
629 
700 
686 
120.4 
1292 
126.2 
1123 
137 0 
119 4 
1123 
1253 


UKEaMiy Fd -. . 

huynalaul Fd. 

Usoey Martel Fd .. 
Find loUralFd. 
Peas Adxemianas ... . 
Pra Balanced. . 

AmDefeashe 

PrisSecare 

Pere UK Egurty 
Prat Inrenjilonil. 
Pm Morey Mari cl 
P m Fired imhhl 


652 

750 

75b 

72.7 
837 
663 

73.7 
723 

1268 
136.0 
1520 
1IB3 
144 J 
1257 
118 3 
1319 


-02 
*01 
* 0.1 
*0 1 
*02 
-02 


-03 

*0.3 

402 

*0 6 

-04 


Flacd tauresL 

IntanuUmial EaaHy 

Pacific Ctediy - 

UK Eortfy 

US Eqaity . 

Eamoeap Index . . . 
Mternat tonal ted 
Japaoeelndex . - 
Sooth East Asia Index. 

IJK Index . .. 

U5Wr» 

Properly 

Sterling OtpgiU. 

Rntreoemitahiity . 
(fet ii raeci Ana Cash 


1204 

1374 

1373 
140.7 
1394 
1361 
943 
167 7 
1S65 
985 
1463 
155 S 
983 
1109 
81 1 
148 4 
145 5 
1980 
1025 

lOSJ 1 ”' 5 !!!!} 

120 J 126 61 

Continued on next pas* 
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FT MANAGED FUNDS SERVICE * 


FIN ANCIAL TIME." Tl IESDAV JANUARY 19 1993 

^ rth^ r details call ( 071 } 925 2126 
Current Unit Trust prices are available Jrom FT ty 


/ 


Bid 

Pm« 


OHtr + #r 


YMd 

Gran 


BM 

Prta 


K 5 


St. 


Offcr * or 

Prk* - 


£S 


IU 

Pita* 


as *- w 


Bfd 


|W*e •« 


VMd 

Gran 


fid 


Oflw tor 

Price - 


VhM 


“ sspE fir-"* 


One 


u 

Put* 


SK ** ’ fls 

*** tan 


Prolific Life & Pension Ltd 


J Rothschild Assurance PLC 


Scottish Provident Inst lint lea 


Stramong j i*. Kendall. Castona UW4UB 05)9733733 J RoilctMId Hons*. Orile Sm. □rsmta’ i&MmSa, Edition* 

MnqMFgi)nbiandCra*i>iMuv<l F»d Telegtatr- 0285 600)02 HrfoHoe Ml 107 6500 Wil6-Prol«v . hW 7 


UfeFred. 

Balanced GmbMrgd 
AdrtB tM l ure Mngd 
CwwiHbvI 
Cash Fd . 


Enwifud.. . 
fd iil e ok . 
International . . 
High taunt* 
F«CM 
Non* Amman 


Fechaalagt 

Erin toe fd . . . . 

CommlMc&GlIl F4 
American Income 
Gilt Fund 70 
Eorapeao Fund . 
Prof & Fi>»d tot. 

(Jit BtocCCIs 
Itacarery Fntd 
Equity income Om 


Man 


HKjU Y told Dm 
Pension Freds 
Bakes Cbm« feu fte. 
Umna Ugl Fm tee. 
Gaalkres Mngd fen ACL 
Building Sac. Acc. 
Pnwni Pan Acc 

n. in. Pen Acc 
tartly feov dec 
tot muiJ real Pan Act 
High Inc Peas Acc. 


M8a 
156 Z 
123 4 
31b 4 
21b. I 
737 8 
4048 
325 c 
57b b 
4292 
■mo 
5W 2 
452 4 
316.1 
151 V 
l?b 4 
438 2 
1160 
110 9 
115 b 
112.5 
1040 
985 
102 3 


690 J 
lbb 2 
13 IJ 
3315 
229 V 
7849 
42b b 
34b 2 
bL3 5 
45b 7 
467 I 
573 7 
481 J 
33b J 
Ibl 7 
187.7 
<662 
1235 
117 9 
1219 
118b 
110 7 
1059 
107 8 


*1 2 
♦OJ 
•0 1 


*15 

•24 

*08 

-05 

HU 

♦U 

♦2.4 

-08 

-0.4 

-03 

♦12 

*08 

*07 

•02 


•OJ 
-a j 
•0 1 
*05 


UhFvh 

- JRA7MOG M 

- Jtsflctwbacaa 

- disUBS'.im 

- DeensK. . . . 

- Far Ease 

- Gilts. . . 

- CrewEmean. 

- Marti American 

- UK Enl 


'IU 

- JRA/ZUGMaregtocaa 
J8A/U6G Manage* ro 
AlaMimniWa 


Tech Pan Are 
N Amo Ian Peas Acc 
F jr FMn Pens ki 
Special Stis Pros Acc 
Ertra I Hester Pros Fd. 
CaRnruMe fi Gut Pm 
biKricn Ik Pan 
Eirauibv 
Vau gal end Pm 
PrefS Fined Pens . 
UK Blue emp . 
RKOMryFind 
Dunk YAttfeMs Pea 


7524 
163 fl 

142.4 
364 8 
,294 2 

5213 

6507 
317 9 
334 1 
431 j 
443 0 
386 8 
184 9 
201 b 
L2S3 
171 7 
12 < 8 

122.4 
120 1 
108 2 


792.0 

17Z3 

1499 


309 7 
670 5 
997 8 
316 5 
6850 
334 7 
351.7 
454 2 
466 4 
407 2 
194 7 
21 2J 
L75 1 
180 8 
136 7 
128 9 
12b 5 
113.9 


*14 

•05 

•03 


♦3 7 
♦09 
*08 
♦0.9 
-04 
*10 
-OJ 
•Zb 
•OJ 
*18 


•0.8 


- i— . 

- JUiSUmKIktote.. 

- Dtooshcjo . . 

- Deem it acc . . .. 

- FarEaSteao . . . 

- FarEratact.. . 

- Gilts CAP ..... _ 
5 03 Gilts acc - . 

5 68 Giuw European can 
8 62 Cnaur European acc 
HortbAuia tore can. .. 

- Mann Anrkiii acc 

- UK Easily cap . . 

- UKEsuHr. 





09.1 

114.4 



1 212 





12 1 



045 

110.0 






31S 

Ut 

UI 1 

119 8 

117 0 


1212 






llbwB 

-OJC 



*0 50 

100 I 

1284 

♦OM 

103 5 

1092 






1176 





L096 



292 


113 2 

119 2 

+0 50 





139J 





119 9 

1220 

-0 30 


Mi-crjcd 

- Eoafltl . . . 

- Ieiowji tonal.. . 

- Praam* 

- Flndtoiraesu 
MnltdM. - 

- Cadi 

- Iwiigi Pnt— toi 


iPMsmim 


• Market. 


Royal Heritage life Asnrtnct Ltd 
Pctcrtmogfi Basinets Pk. PE2 6GG 


MMnlL 

Blue Blip 

fesWIlft-feWKsOrd. 

Pm Managed Ord... 

Pm Emily Ord. 
fen iamKknai <M . . 

Pm Property Ord . . 

Pens F>d Merest Ord . 
FMitodn-kdOm . 

Peas Cam Old 
Pen Araartcas Per* Ord.., 

Pm Eraser Per* Old . 

Pen fm East Pof IM . 

Poa Wwkr Petf Ord. 

Pm Blue ma om. . 

Pm BM) Soc Ord.. . . 

Scottish Widows' Groap 
PO Bo> 902. Etfoten* EH16 5BU 


31b 4 
01 1 
216 2 
J19L8 
202 t 
lbl 2 
17b 7 
1380 
960 
,815 
100 0 
1162 
124 7 
1850 
261.5 
243 J 

2495 

239 7 
2677 
175 J 
2429 

143 9 
884 
890 
106 J 
127 0 
1839 


1050 
2279 
243 4 
2277 
2020 
212 9 
169 7 

18b 1 

145 4 
101 2 
859 
105.4 
1275 
13L4 
194.B 
275 J 
296 4 
2627 
2524 
2819 
1848 
2587 
151-6 
93.2 
93 8 
1120 

133.7 

193.7 


Swiss Ufe (UK) PLC 
031-5569181 101 LredM Rd. SrMnoabs 


*0J 

•OJ 

*03 


-O I 
•01 
-13 
♦02 
-02 
-03 
•0.1 
*02 


•04 

♦03 

♦05 

•0.1 


-0 1 
♦O 1 

-1 9 
•02 
-OJ 
-08 
•02 
*01 


Equity .... - 
nsec l at M an a g ed 

Miad Mre ig wf 
Cash Managed. 
MmalM Mngd- 

Ernst Managed 
fndn Tracking Mred II 
IlklihknfPmsIonFre^ 
UK Edrtj Pmiee.. 
Fired bn Pnrsla*. . 

Pee Admin feaston 
Mired PiOMr — 
CasftPwatou 


- MtrTttcktoaPta 

- totmaUaulPP. 


OHL82 536.97 
£30823 309 77 
£38101 392)9 
13126 312b 
1203.09 2B9J7 
00581 109 08 
014 58 12587 


CW Cnsurancr Co Ltd-CouhL 
■ntoMFim 
Bank bail Ml Ban t 
BwAhallW Wa"5 
OUAMWUJOCAI . 

EntaaM bentiti 


. rrtoilsa WncdCUiE. 


025.92 13255 
U4L96 149.0 
03260 M63 
0183 124 42 
029 50 156 Jl 
£93 63 9856 

027 24 133.93 

□00 73 10603 


iBdStlv. ■ 
Lc Feed Preseal-.- - 
uFaMAamuea... 

HUCMtciCnrtl 
Kmetoltans.- 
Prestige Aset- 
TIMOSI 


CL 158 

1246 


51236 

£.114 

... 



-0005 

CLOto) 

1 116 








50 5» 

0 99! 





10 454 
£J 062 

0.489 
L 142 

♦0 012 


0982 




_ 

£0*78 

0311 

♦0204 


ECU Temrinvest 

ECU Qrcga Funds. 

- ECL-Bnece .. 


-T 


160 


- FaraiBoat Flimclal Services Lt d 

' Cas-J* Hcose. Tia±H!*}e V.'efls TK 1 1K_ . C872 

“ Sean. ... - " 

“ Grsatt ... 

PecusSem.. .. 

■ Pecsicn Greats . . 

" Fecuen intentaiiCMi .. 


120 8 
1121 
106 0 
I0L3 
m? n 


12 7 J 

uao 

1116 

1061 

107.4 


bucw‘ 


NnlsuBdar Janaarj 20 


>8d.R WatertOO. Uetrposi 


NegdFdUnld . 


Pm FTjO Fd ffidt) .. 
Pros FT30 Fd (Actl . . 
ta 0-tan UeFWloKl- 


Multi Got* 

MuHl GmLA A Ca>.. .. 
MoSIGwU AAceom . 

OgPrap 

Os Eoutr . . 
OeHlgliVH. .. . 
Qe Man . . . 

Oo Dev . .. 
ObHcO*. . 

Ob kn Man. 

OiGnovtodCa'i .. 

_ DoASaarr. . . . 

Cerapaan . . 

. Pmfen Feeds 


3881 
5938 
407 0 

844 J 

500 3 
6692 
3696 
198 7 
3578 
3658 
1029 
965 


4085 

625.1 

i® 5 
8888 
526 7 
704 5 
3891 

209.2 
376 7 
3831 
108.4 
10L6 


-01 
+3 6 
-0.1 
■rt 7 
•04 
•01 
•OJ 
*LJ 
♦01 


toePoHJaalS 


UngnKnU 
Maroett Intern 
Marvell Pea u err 
8S>B Select Mitfd. . 
JHJ MatUTEd PecsMa 

IAS Managed 

femwafeiurmr-uc 

FtCPrawwIlr 

CiShtimmiPMU 


loll 


Uneecnsmlkdaa . . 
IAS Pen sn Kauged- 
CflAdbcaiGmtk 
Mas BaIadcoI Asset. 

dPBd. 


CenimikelUuM fci 
kmlEcnaoke&bEi . 
Ic^aahSamdPMaZ 


1170 

119.7 

U7J 

104 6 
122.9 
114 4 

105 6 
1500 
133 9 
916 
984 
1385 
114 0 
107 9 
102J 
1021 
1022 


1232 
126.0 
13* 0 
110 2 
129.4 
120 5 
1112 
1580 

141 0 

986 
103 6 
145 8 
1200 
113 1 
107 7 
107 J 
1083 


•OJ 
•OJ 
♦04 
•0 1 
-0 1 
*01 


*09 

•OJ 

♦OJ 

♦o l 
*03 


♦OJ 


_ PrasoWSerB... . 
- EqaflySer 6 — 
Flted Inemt Ser B 


- Managed Ser 8 
. Deposit SorB . . . 
Money SwB. 


I pindtairel Ser □ 
_ ManaoedSerO . 
_ OepOsilScrO 


_ Money Sw 8 

. PmtoalrnKTVnlFa 

_ GartoweSkaelSeTB. 
_ GannaraHASerB . . 
_ GmaorPadficSaB 


Prosncrity Life Assurance Ltd 

1 Snaons Hsr So. Maleisne Mtl* lxx 

Initial Eaaity . 

Aetna Easily . .. 

Accaai Managed 
Acruni Flre'la . . 

Acorn World 
Acorn Eisfrg BASIS 
Pnts Ace Eoudy 
Pens Ace Mjruged . 

Pm Acc Eirae Mine. 

Pm Ace DmasiL 
Petrs AccFlp:5ur . 


157 0 
238 0 
247 5 
175 5 
U4 0 
2025 
264 5 
3210 
233 0 
231 0 
193 0 


166 0 
2510 
2615 
105 0 
141 J 
2135 
7790 
3383 
246 0 
743 5 
203 5 


-OS 


- PopeudMagSwB.. 

. FrMlopraUsSaB- 

. Garmrarv MngdSto B 
Ganjocirt Em Ser B.. 
Gmiaoii Udal Str 0 
0622690555 Gartatare HA Ser 0 

- GataatPadncScr D._ 

- HendmoiAccSerD 

- Perpttoi MogSer 0 - 

- Frara&sgtos ESaStr 0. . 

- Garlmcrt Mngd Stt D 

- CarambrtSnD 

- BulnePmm 

- Eastern |Z79 B 

- E u r o p ea n SreiV Cot . - 1 1* 7 0 

- Managed... 


754A 794.4 


943 2 9929 

1271 7 1338 7 
779 7 8208 

1025 107 9 

1971 
175.6 
2380 
165 5 
235 3 
109 7 


0733390000 lee Pof 2 Jan U 
lie Pal 3 Jan 15. 

MiPglCtdiScrZlAilS- 
leiMCaASef JJaiIS. 

MieedFand 

EquHjFeod 

Prapmy F«ad 

bdmratlaoal Fond .. 

Fired Sou Fund 

MnSU.Fd. 

CMFd 

Pm. Bind FU Ord. 
Ptos Equity Fd Ord 
Pm. Prao Fd_ Ord 
Pent tot-Fd Ord 
Pm. Fad let. Ed Old. . 
Pm.ind5lk.Fd Ord . 
Pee Cam Fd. Did. 

PM Mon .. . 

PM SI Ei 


-0.1 
*8 Q 
•O 1 
*09 
*07 


*as 


•04 

•02 

•0.1 


7966 

730.7 
7044 
2916 
289 7 
3831 
4594 
2065 
3805 
323 4 
177 3 

,2U 5 
'M24 
6032 
Z74.1 
,4716 
470 7 
207.1 

321.7 


7966 
769 3 
7416 

307.1 
3051 
4035 
4837 

217.4 
4006 

340.5 
186.7 
2248 

529.1 
635 1 
288 6 
4965 

495.6 

218.1 
3387 


205 I 
143.0 
354 7 
2107 
234 6 
2075 
240 9 
154.4 


132.4 
1664 
19 U 
160 0 
lib 1 
170 3 
2034 
tm 3 


215.9 
1506 
373 4 
2218 
247 0 
2185 
253.6 
1686 


♦IJ 
♦1.7 
-0 1 
♦1.4 
♦09 
♦1.0 


H.5 

•0.9 

♦19 


•LI 

♦0.9 


PM 5lEj 

pm Pim m u . .. 

PM Psc Protection 
PM 11 Prated iaa 
PM Cam . . 

Shield Ass uranc e Ltd 
40 UibridgeRdL W52EfS 

GArtrnora Mired Pm~ 
FmaaguilfigdUfe 
FoedtogUi Uj3 Pen. 


2395 2 2395 2 
2516.6 2516 6 
107 6 107 4 


119 8 
252 B 

1756 
113 9 
364 2 


U9 8 
2525 

1756 
109, 
364 21 


*05 
*08 
-0 1 
-0 5 
•06 

*0 1 
*07 
♦OJ 
*0.1 
-LB 
♦05 
-a l 
*02 
*5 8 
164 
•OJ 
•03 
♦02 
*02 


*0.2 


Pan Fe4 toll 
PmFa4MF4Ucc< 
PensDetmlt Fd(IMt). 
m Desoslt FdlAoJ 


310 5 

415.7 
157 5 
1232 

184.4 

,1419 

213.7 
80S 
1208 
127 1 

\ ffi 

187.0 


3269 
437 6 
1658 
1297 
194 2 
1505 
2250 
851 
1272 
133 8 
200 J 
131.6 
196.9 


Eagle Star loti UK 
Eagle Star Ha. Atlsri Sl ~ 
SUgBbeCMr.. . - 

SOg Mviiab 

Sag Adeeetmtrs 

US Dollar BtoeQdp. . 
OSUOrPerfmearce.. 

US DHr Adrodaraot.-. 
EagfeBtortbW’ . 

Eagle Pti ta ua a n ce*. . 
Eagte Adren cr o W 


I Foster & Bnlthvntte Ltd _ 

- SLccAip WaO Bldgs. Lpnka EC2M 5RS 071 3 

- aanagoSPaaiw^-T^ 57.1 

tMmdbelsime»-l 99 7 1 


tl 315 1 414 

UJU L243 
51.175 12*4 
SI 092 L175 

SO 865 0 931 
E7 055 7587 
E6692 71<b 

16.085 6543 


•0.M5 
•0005; 
•0 003 
-oooa 

-o COD 

*oan 

Prtcn aeeted AraS B r Ury e pitrafiin 


0624 662266 HnHbniBster 


- RFSCUIIezf (OgdAcc 

- HFS 30 toil Mgs Cm 



Kambros Fd ^ 

[ - pom»2SS.Gi»«w 

I - EMMA Managed... 4, 

EPUAUSOmaUgd—* 

EMMA L Boil -.1 
15051 EHaAWImE^ 

autcmeU . 

_ EMMA Vm Bead. .4 
_ EWMCtSarM * 

_ EMMA 1 Money ■ -* 

_ EMMAS Money. 4 
EHUACan Eb Hem * 

Essfisa i 

b11 - ssssjmj ; 1 

- bno>ci E Maeaged .* 


- IRS Capital KarageoKBt PLC 

- 18-21 Dorm Sc. BrMoJ 3S1 4UH 

- RmmaM FblioJ 113 1 

- Sroa femes PFotoL J U7.4 

- GlebalSt<«iPMn..l _ uao ... 

” PmscefeKfeHotei— 1 1481 15581 


EOUUSJapan -SKHS j J13 

EOUIfSJWanEM. 5H.U5 31U jju, 

EQUUSsTSa- - 5fi7 »36 f » { *»' 
ScriaMJBitMa-SlSUJO l-JO 12 « 


(6JM fc 3546^6-6772 

sssssi 


•Sis -] ■ 

Hsis SSSStSSS- p 1 323,1 






'wiSJ 43 567 2 567 
1 SB Cl 29 129 25 129, 
nMBfZ 62 842 69.35S 
fm**’ 22 447 g 3M 
SBM395«3%JZJ 


tteJS 29670 3 l«b 


H«F*i 


4N 721 
4K2 7bb 
1.70 

fUW7b7 

1,35 2« 
OJC 5 07 
41- 1 JO 
9VI ZJ6 


IRELAND rsiBRECSOOSEn 


sSSftSpK RSr.-^K 


new 4 Cm Federated Interaati«nd Funds Pfe 

«**« t56?7 7 07»M«»|a 61 


tl 


lBOjurseeScriettalfleZ, 
null 52 !HBHtnSGa>9rr4a 

mb 3* 

ouf - Pe4enhdSng-Ttnii | 

4BBI - bpnelMSmSM 

4»i - inmreNil taka’ - 

- kiBinrtiGuSflla- 


010 

5- 9.98 U1 
S- 100 
USGealSmkHn 

S- • 130 . 

S- 100 

5- lasji 

AmaalMd 7-0 ay rnU 



Eqottahle Life nntemationaD 
Albert Hi SBi Esgfdt St Peter Pt. Gn 


IndejresdeBt FlnandsI Gn« PLC 


Kletuwivt Batson Inti Fd 75111 ^ ■“ 


PO Bttt 44. GaeteMT. 


TS8 Life Ltd 

Ouritee PI. Aodewr. Hpnk. SP10 IRE 

Managed Fmd — 

Property Find ... 
need In Fund. 



240.6 

176.7 
197 J 
187.4 
311.6 
194 4 
1*3 1 
m2 

1084 

1221 


2S3JI 

166.0 

207.7 

197J 

328.0 
2052 
1M.7 

117.1 
1142 
128 6 


02M34M7B 


Far Caue . ... . 

Feed 0* lot Ttts . 

Got 8 FlMd tnrrasc . 

Hlga tocami .. _ . 

■etmatlenil Greatb . 


_ facial SUoulonL.. 


124.2 
39B8 
3028 
20L 7 
360 I 
1805 
2384 
2240 
2222 
2b0.5 
18L7 
137.4 
2Q2J 


1130.71 
419 8 
318 J I 
212 3 
3791 
190 0' 
250 9i 
2358 
233.4 
2748 
191J 
1446 
2129 


«2 
-0.4 
*0 I 
*02 
-L3 
•05! 
*0J 
•05| 
•06 


WbtarCL Cbnace Or. Hanagaie 042352DI1 BrM ** | ; nr -g&, t S } m oSfTsi GAT.t Amriiiu Acc 


...11109 ,168. -VOl 

-87| - rrrilf |- J “ — 7 

APHEictaMePmiOQuai 1TL71 ... . 

IM Cap Pn (Petal 825 86.9 *0 6 

IfGUOAPPeM .69 1 73 J. . — 


- talEkdcylne - £>A2 ^098 

- liitlSBdtor’-- OhJ»Ml«B|o'M GAM TabiO Inc 


I Johnson Fry Asset Managers Wc 




Strategic 


1210 GAMAnartanatoc 


— AIumS 42U9toA5234kfl*|i M GAM CiaeH UKOree 
- *-*|wi5 GAM Euraga Acorn 


5.52 GAMOrttfllAcc 


1.209 L4227M8MW 00 CAUBmiUPJPc 


: ..oTi^psMB ’ SSSSSShw 


89931 


!h?l : 


Earelife Assurance Group 
EnOlUeKSE lb St Jatn SL. EQU 4AY 
StorfingEaioeendFA-I 203 7 

laud Craobaad Fd ._ 209 0 

DltpgUtra a ry Feed .. 1 1392 


- JFU&GMmagedta) . 

- JF Target Peatrao to 

- JFkskced Graft Bad. 

- JF h conr — 

JFCaMca 

JF SI&G WPF . . 


177 6 186 6 
89* « 4 

2090 

98L2 103 J 
1413 iSai 
US 7 1426 


B&f- 

WA- 

DA'- 

0*1- 

0M- 

DM- 

otn- 

CCA- 

S- 

s- 

DM- 

DM” 


0WMJ17SP630 
974* 


97 49 
10207 
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CURRENCIES, MONEY AND CAPITAL MARKETS, 



FOREIGN EXCHANGES 


Slight uncertainty on dollar 


THE DOLLAR slipped by 
exactly 2 pfennigs against the 
D-Mark in European trading 
yesterday after Bundesbank 
officials dashed hopes of 
another near-term cut in Ger- 
man interest rates, unites 
James Blitz 

At the end of last week, the 
dollar bad enjoyed a rally up to 
DM1.6355, as some dealers 
started to think that the Bund- 
esbank could cut short-term 
rates at its council meeting on 
Thursday. There has been 
speculation that the Bundes- 
bank could cut its officially- 
posted ceiling rate, the Lom- 
bard, by op to 50 basis points 
this week. 

However. Mr Hans Tiet- 
meyer, the Bundesbank's No.2, 
helped to quash such thoughts 
yesterday, by saying that infla- 
tion was well above what was 
acceptable over the longer 
term. 

His remarks followed com- 
ments from Mr Otmar Isslng, 
the Bundesbank's chief econo- 
mist, who said that inflation- 
ary dangers had not been 
averted, in spite of the weaken- 
ing economy. 

The dollar's fall through a 
key support level of DML6200 
was probably due to technical 
factors, too. The currency has 
risen ten pfennigs since 


December 18, and a retraction 
was to be expected as dealers 
took profits. The US currency 
closed In London at D&CL6155. 

Mr David Cocker, chief econ- 
omist of Chemical Bank, 
believes that the dollar will go 
higher, reaching DM1.85 this 
year. “The dollar’s rise will 
accelerate, " he says, “as inter- 
est rate levels come together 
on a world-wide basis.” He 
believes this convergence is 
certain to be led by cuts in 
German interest rates. 

However, Mr Jim O'Neill, 
head of research at Swiss 
Banking Corporation in Lon- 
don, believes the dollar rally 
could peter out from here. "We 
are into the third week of the 
year.” he says, “and the dollar 
has not made as much progress 
as had been expected. A lot of 
people will review their scenar- 
ios." 

Mr O'Neill believes that the 
US economic upturn is not as 
strong as anticipated, and 
there is a lingering possibility 


of another cut in short-dated 
US interest rates. 


The huge trade budget and 
deficits in the US also set lim- 
its on how much the US can 
raise rates. Mr O'Neill believes 
that, at best, the dollar will go 
no higher than DM1.70 this 
year. 


Tensions inside the Euro- 
pean exchange rate mechanism 
continued to subside, and, for 
the first time this year, every 
ERM currency was within 50 
per cent of divergence from its 
central rate against the Euro- 
pean Currency Unit (Ecu). 


The comments from the 
Bundesbank weakened the 
French franc yesterday, and it 
closed at FFr3.385 to the 
D-Mark, more than % a cen- 
time weaker on the day. Pres- 
sures on the Irish punt eased. 
Irish interbank offered rates 
were quoted at between 19 and 
22 per cent compared with Fri 
day's levels of 32 to 40 per cent 
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• All SDR rates are br Jan. IS 


CURRENCY MOVEMENTS 


UKI 

Jrriandr_.. 

Canada 

Netherlands 

C«1« l i 
DCNim 

Demrk_ 
Conwy .. 
Portugal ... 
Spain . . 
Italy........ 

Nanny — 

France 

S w ed e n 

Japan..... 
Austria.— 
Swtucrfond 
Eart 


Bays 

spread 


15350 

16135 

12755 

18175 

33.30 

62255 

16140 

145.80 

11455 

1482.00 

68175 

54650 

13220 

125.40 

113940 

14790 

12025 


15505 

16430 

12825 

10380 

3365 

63100 

1.6355 

14630 

US 65 

1499.00 

69030 

53250 

7.2855 

12585 

119025 

14960 

12150 


Qme 


15490 

16395 

12760 

lain 

3330 

62275 

16150 

145U 

U4«0 

14902 

68175 

5.4650 

7.2275 

1260 

113950 

14800 

nm 


15500 

16405 

12770 

13190 

3340 

6.2325 

16160 

145.90 

114.TO 

1490.75 

6322 

5.4700 

133S 

12.70 

114000 

L4S10 

12140 


One month 


055-053cpm 

3.30-Z.OQqwi 

038-0.45cdh 

097-0.90cdls 

15.00- 17. OOalk 

4.00- 7 OOandl] 
O.Bl-OSJpMb 

148-153cdls 
\20-lZ3cdb 
1280-13 80liredh 
4J54.75onsSs 
4.0042adh 
4J0-4.90andh 
0.06-0 07yd Is 
S34-5.744radrt 


0.77-0 J&pm 


pa- 


4.18 

19J9 

-390 

-534 

-5.7b 

-1059 

-6.09 

■1218 

1-1172 

-10.71 

-7.83 

-9.05 

-7.63 

-0.62 

-583 

-276 

7J7 


Three 

nonths 


L37-134pm 


620-4 70jw 
LlSdb 


103A _ 

215-iMdU 
3900-423046 
1100- 163001s 
205-208drt 
393-403dB 
320-325CS 
3300-36 004h 
1120 - 12 J 0 dts 
102-lO.bSdls 
1L20-I230dls 
0 . 11 - 0 . 12 dfs 
1385-14.9501 
O87-0.94db 
20M95pm 


pj. 


330 
13 29 
-3.42 
-4.78 
-486 
-833 
-5 U 
-10.98 
-1125 
•4.26 
-639 
-765 
-650 
-037 
-5.05 
-245 
653 


Jon 18 

fljnJr of 

England 

Index 

Morgan' 0 
Guaranty 
Onta % 

Sierimj 

016 

-2935 

U5 Dollar 

664 

-10.30 

Canadian Doiter 

947 

-782 

Austeian Schilling . . 

114.6 

*1634 

BelqUn Franc _ . .. 


+1.45 

Dare* Krone 

^HXF 

+1834 

D-Ma* 


+3133 

Swiss Franc 


+1834 

Dutch GuMre 


*2061 

French Franc . . 


-7.04 

Ura 


-32.96 

Yen. ....... 


*8638 

Peseta 

mSuu 

-24 30 


Commercial rates taken towards the end of London trading, t UK. Mood and ECU am quoted Id US cnrrcncy 
Forward prcrahons and dboocns apply to the US dollar aid not to the fntrettaJ c a ig n y 


EURO-CURRENCY INTEREST RATES 


Jan 18 


SterHnq 

US Dollar.. 


Morgan Guaranty thaogn: average 


oroan - . 

1980-1482-100 Bank of England I ruler [Base 
an for. 


Average 1985-1001. ’"Rates ire for Jan. 15 


OTHER CURRENCIES 


US Dollar... 

Can. Dollar.... 
Dutch Guilder.. 

Srt Franc. 

D-Mak. 

French Franc 

Italian Un 

Belgian Franc... . 

Yen 

DanM Krone.. — 

AstanSSlog. 

Spanish Peseta.™ 
PortogiweEst 


Short 

terra 



Jan 18 


7 Bays 
notice 


.!S:& 

14 - 13ia 


One 

Month 



121 - 12J| 


ikiai 

#:fe 


Three 

Months 


lib -10* 
12* -12 b 
Bb-Sb 

ff/d i 

14* - 14b 


Sh 

Marts 


8 - 7 * 
10* • 10b 
12V - 12b 
7U-7| 


!J: 3 


14* - 14,1 


One 

Year 



Argentina ... 
Australia. . 

Braril 

Finland ...... 

Greece 

HongKpng.. 

Iran 

Kara CUD . 
Kanah ... 
Lmembourg 
Malaysia 
Mertar...... 

H leal and . 
SanflAr... . 


SJtftCnri... 
SJUtFnl,.. 
Taiwan.. .. 
UAE. ..... 


15430 • 15455 

22875 - 2Z895 

(21768 0 - 2178251 

83525 - 84045 

032050-338750 

819630 - 119755 

_ 2275 00° 

8205 90 - 1225351 
M7200 ■ 647300] 
51.60-5170 
4 0070 - 4.0175 

4.B110- 4.8145 

10035 - 3 0075 

5.7960 - 58075 
23600 - 25665 
4.7525 - 4.7635 

7J690 - 7 4760 

39.25 - 39.40 
5.6750 - 5.6800 


099m -0.9990 

L478B - L4T90 

[14000.5 . 140810 

54000 - 5.4200 

1 (215.920 - 220.240 

7.7360 - 7.7370 

1485.00“ 

789 (O - 795.80 
P 30550 - 030600 
3330 - 33 40 
23970 - 25980 

3.IOT0 - 3J110 

1.9410 - L9435 

3.7495-3.7505 
16560- 16570 
3.0755 -10775 

4 7620-48310 

S 35 -25.45 

3.6715 - 38735 


Lang term Eurodollars: urc years 4U-4fl per cert,- thne wan 5A-5J percent four yeas 5U-5H percent Hee 

years 6b-6* per cent nominal. Start tens rates an rail fir US Oottr aed Japanese Yen; othn. bra days' notice. 


EXCHANGE CROSS RATES 


JnU £ 


DM Yen FFr. SFr. R FI. Ura 


i Fr. Pu. Ea 


£ 1 1550 

S 0645 1 

w aw: 0.619 
rat 5133 7.957 
FFr. UB0 1829 

SFr. 0 436 0.675 

Ha 0355 0.550 

Ura 0 433 0671 
CS 0506 0.7B4 
BFr. 1936 3.001 
Ptn 0563 9.873 
Ea 0.784 1215 


2503 194.8 

1615 1257 
1 7783 

1285 1000. 
2954 229.9 

1091 8468 

0888 69.13 

1084 8433 
1266 9853 
4.846 377.2 
1410 109.7 

1962 1527 


8473 2295 Z818 2310. 1.977 5L65 

5.466 1481 1818 1490 1275 3332 

3585 0.917 1.126 9229 0.790 2064 

4350 1178 1447 11858 10.15 2651 

10. 2.709 3526 2726 2333 6896 

3.692 1 1228 1007 0 861 2251 

3.007 0.814 I 819.7 0.702 1853 

3.668 0.994 1.220 1000. 0856 2256 

4786 1161 1425 U68 1 2613 

16.40 4.443 5456 4472 382B 100 

4.774 1-293 1588 1301 1.U4 2950 

1.799 2208 18U 1549 40 48 


6840 


1775 1.276 
114.5 0823 

70.91 0510 

9112 6550 

2095 1506 

7754 0556 

6299 0.453 
76.84 0.552 
89.7B 0.645 
30.7 2470 
100. 0.719 
1391 1. 


“Floating roe. Iran Official rateilOL25 S66.70 


Yen per 1.000: French Fr. pte 10: Lka per 1,000 Bdqfao Ff. pa 100: Peseta per 100. 


FINANCIAL FUTURES AND OPTIONS 


UFFE LffllG HLT FUTURES 0PTMMS 
E58,l08 64fcofIOrK, 


UpFE US TREAStllY HKD FUTURES BPUDFB 
npg^OflbdlhSff ion, 


LUTE BUND FUTURES OPIUMS 

W2S9.W0 petaitef ISO'S 


Strike 

CaUMettlerab 


Srikt 

Price 

MOr 

Jtm 

Mar 

Jw 

Price 

97 

7-53 

4.12 

0-09 

0-40 

US 

98 

1-61 

3-25 

0-19 

043 

104 

99 

1-17 

2-46 

0-37 

1-10 

its 

100 

0-47 

2-08 

140 

1-36 

106 

101 

0-24 

1-39 

1-44 

2-03 

107 

102 

0-11 

1-13 

2-31 

2-11 

108 



0-56 

3-25 

3-20 

109 

104 

0-02 

0-40 

4-22 

4-04 

110 

Estimated rokxne total CaRs 231 Ptn 898 

Prevkxa day's open HtCalB 15958 Puts 210® 

Eotented 
farinas da 


CaKs-wttienws 

liar Jm 

VO. 2-3B 

1-57 7-0 

1-16 1-30 

IMS 1-U 

0-26 0-57 

0-13 041 

046 
0-03 


PcB-ottlerees 

filar Jai 

0-18 1-23 

0-33 1-57 

0- 56 2-ZS 

1- 34 3-G3 

2- 02 347 

2-53 *31 

346 

443 


St-ilre 
Price 
9200 US 

9259 OP 

9300 0.5 

9390 026 

9400 0 13 

9450 0.06 

9500 003 

9550 0.02 


Cttb-setUtmens 
Mir J» 


Prts-seiifeMrti 

filar J®? 


Money Market 
iTrust Funds 


Cress 


**u 


Cnrtts&Co 

tanetonmd 

15 Ijjatord 5t ln«dsnf ^ 
Feenw 


157 007 

L21 0.13 

093 023 

0.69 055 

050 0.92 

055 133 

0.25 182 

017 251 

Ealnefcd uial CaKs Pets 2853 
Puts 62U7 


0-2 

048 

0.7U 

» 

a 

244 


.3191 JJrt 



DsgwtsOwv £2 «»*■-»*» 

Aee 0n48pi813 

|^Stnrtla*do.E|2Y»fl ^ 


UFFC EBMHAK 0FTHKS 
nMlm pohds M 100% 


UFFE ITALIAN GOVT. K»« (8TO FUTURES 
Ura 2B0m 10O9n of 100% 


LIFFE SHORT STEHUHS 6P1KWS 
£9HJ100prin(i«f 100% 





Strike 

Ufe-MUSKOtS 

Pnts-seaJemem 

Stria 




Mte 


Price 

Uar 

Jm 

Nor 

Jus 

Pries 



LOT 

0.03 

0.03 

9350 

L76 

273 

059 

LOT 



848 

L26 

087 

80S 

9400 

L42 

244 

875 

165 




LIU 

HU 

807 

900 

L13 

238 

8% 

LB9 



018 

002 

027 

Oil 

9500 

887 

L93 

L20 

214 



810 

862 

0.44 

016 

9550 

0.65 

LTD 

L<8 

241 




0.46 

0.65 

0.25 

9600 

0.48 

150 

LSI 

271 



0.04 

032 

0.88 

836 

9650 

835 

LSI 

P.1B 

3.02 


9325 

010 

823 

LIZ 

052 

9700 

025 

U4 

258 

335 



CaUwetUements fcra«lleirt|* 
Ma Jo" ■*» 


0.71 

am 

051 

0.17 

OJO 

0.06 

0.03 

002 


1.07 
086 
0 67 
050 
055 
024 
016 
an 


am 

007 

013 

024 

042 

063 

085 

L09 


O.0B 

0J2 

018 

026 

°-S 

050 
0 67 
0S7 


S7 Bath 

mnevnrns I6 3T5 

dm Nag Bn* Ojotad nC .tMMa 
86 Newman arm. W1F 'XJ* ’ : ;07l«9aj 
LZ.5C0-£lttaOO P-90 ,4l3i 9 lOU fer 

B***!® 8- fer..-isl il s 

jim gMfdam Ttt Pfe-6arcdham3B6Jbt r< ' 

Gartmsn Moocv MwutnRiJt Ln ast-inMSt-MnncaraafMKMW _ - OMIOartag 

iklllliaaMS. London KW80O £lD.OOO*6NHr^Tl won -ter4& 

IJliOOOlTur . .,1x000 75d 

I FUrfity Mowcy MuM Aceoaat " 

4^ 


16-18 HamM SL London 
TCSSADm* 

TESSA Prune 


lb U! 


S3 

450 

144 


Estimated vohne total. Calls 4291 Puts 1115 
FnvtadtfsopNlfft. Gift 116917 PotsM509 


t total Cans 1228 Puts 462 

ftevtoBS days oofntrn. Calls 5247 Pee 2957 


75319 to 52S05 


L7FE EDM SWISS FRANC 0FTBMI 
fit if U»% 


CHICAGO 


Money Market 
Bank Accounts 



SFRlapoMsi 


ini Cr MpUv 


6artnw» Money M ann et w e rt UM 

K^ s,u TSS™ , SV , 3-as 
■ , * l ‘^sa,5',ss te ”935te 


Strike 

Caik-srtteaents 

PM-teOfenenB 

Price 

Mar 

Jill 

Mar 

Jm 

9425 

DJ3 

870 

814 


9450 

8.18 

05a 

fl^3 

®5<3 

9475 

on 

0.41 

842 

032 


IUL TREASURY BOROS HOT 8% 
SUO^M 32adb of 106% 


Estimated eotone total. Calls 150 Pee 0 

Prei t o u s day's open ML Calls 1712 Pets 3006 


LONDON (LIFFE) 


9% WTDML BHTlSa SLT • 
Boiw l ad! ef 1 00% 


Mar 

Jon 

£ 

Mar 

Jot 

SE 

tear 


Latest Hkh low 
105-11 M15-I5 lf&09 
104413 10408 104-02 
10301 103411 18300 
101-26 101-29 101-26 
100-38 10008 10328 


Pie*. 

105-15 

104417 

10301 

101-29 

100413 

99-31 

9904 

98-32 

97-23 

97-04 


JAPANESE TEH OR® 

YI15«n S per Y1M 

ore? m SS o.ra 

0.7954 0.7954 0.7951 0 7924 


Mar 

Jm 

Seo 


A1B Bonk Hlgfi krtmal Chatat us;Spm«.3w 


BeHoort (W. Ujhrtdfle UB81SA 
tZ500-H9W -J3ZJ 

£10.000* *4 70 


£44 

3«l 


OBDOi 

3291 

4.jnl 


.115 
0 v 

OCT 


chihAw- .. I*S 


DEUTSCHE MARK (DMl 
BHUSJIOO S per DM 


AltkeH Home Sank pie 
30CKyBom.EClY»r 

«5hSneoo«w " Is so 

SRS85BffirJ» 


,071-6386070 

5 i§ ?£i & 

4 90 617 Mth 

4 B7SI 670 Mth 


CSQOOOaod aho»e 
Julian Hodge Band Ltd 

WBX£S£%'& m *'o> 

btraWMil ‘ 

UOtWO*. 


Chne HM low Pnv. 
Mar 99-22 MM2 99-18 MKWM 

Jm 100-18 100-18 100-18 100-28 

Estimated nbxne 21074 (27590 
Prevlotis day s open W. 5562S (547531 


n s TKASurr bus maa 
Sim points nfUMi 


US TREAStHTY B0«MB% * 
surc.400 arts o> iao% m 


10^ 


Close 

Uar 105-12 

Jm 1044& 

Estimated notune 252 CHI 
Pierftw dv's open lot 691 (701) 


law 

105-11 


Pm 

103® 

104-01 


6% HtmUHAL 6EBUUI GOV T. BOW) 
WP58JHW IQWfc «f 108% 


Ctae HMl low 
Uar 9351 nil 93.16 

Jm 9123 9330 9119 

EnfauteJ rohme 40689 (54212) 

Pntfons day's open ul 153747 (157339) 


Pm. 

9X22 

9324 


6% NOIWUL LONG TERM JAPANESE GOVT. 
BOND YlOOm UWUn «f 100% 



Latest 

HWt 

97.0. 

low 

Pre*. 

Mar 

9701 

97.01 

97.01 


96.77 

96.78 

9877 

9877 

Sep 

9643 

96.45 

9843 

96 45 

Dec 

‘ 


* 

9tJ» 

BUnSRPOOMOHO 




Si pe£ 








Lew 

Pre» 

Mar 

15384 

15240 

l *fm 



15300 

15240 

15106 

Sep 

15160 

15190 

15160 

15012 

nnss fmw moo 

SFrlSjnSperSFr 


latest 

8H§2 

Law 

far. 

Mar 

05719 

0 6645 

D.6656- 

Jn 

86680 

86685 

D66U 

06619 

Sep 

- 

- 

- 

06596 


Mar 

Jm 

Sre 

Dec 


tana Kina eg 
0 6121 0 6124 0.6057 
0.6090 06054 G6Q38 


05945 05945 05945 


PrevT 
9.6067 
0 6000 
05951 
05916 


Allied Trust Book Ltd 
97-101 Canon SL London. EC4N 5AH_ 


.an-6260879 


TRCMOAUZOOIH . (7 » 
nnnataoout— 1 7-23 


THBEE-BSfITH niROOOUA* (B«l 
Sim pnlnta Mimr. 


IU2.0QI 
omuionm. .. 6 si 

HKAtaOUtd 560 

HtCMAOZOOlH 6 M 

Premier IESSA 949 


7.1 


Uar 

Jim 

Sep 

Dec 

Uar 

Jm 

Sw 

Dtc 


law High 

96.M 96fia 96.62 

9633 “635 9632 

95 95 95.97 95.93 

9556 9557 95J4 

<».09 95 10 95 08 

9168 94.68 9467 

9433 9454 9453 

93 69 93.« 9389 


Pm 
96.64 
9634 
95 97 
9558 
95.11 
94.70 
9456 
9391 


American Express Bank Ltd 
Sewer HoMt Bnsi HU RH1S4M 
eupotmaao 

EHKm 

UWM tS'r: 

l.BOOr 


Amat 

ZOO 

150 

zaz 

JW 

4.13 

su 

875 

45* 

3.W 

bOO 

450 

817 

629 

459 

643 

875 

5.06 

696 


uoeo- 

Humbert lydc Finance Gnafi - 

I 'wewb Leopold Jofeok A Stmt UwM -~ 

29 Graham Suck. LMMU2VTEA 071 588 aa 

w ^ow 

- ■ £100.001 Dim lb 7S 5 0623* 6. TOW fer 

Klehnenrt Berason Ltd 

lffl!!SgS5.*fSg n 9Si l 'Sjffaf 

im, Lfpyds Back - tnuhnwi t Am ana nt 

Htt 71Un*aid5LLendoniC3P38S — 

Mm £50.000 and i 

ms H5-2K!' 

Mth £10000* 

Mth MMUnd Bank pie 


Bum -unsnm 
udSL LondaniOT: 


STANBARO £ POOBS 500 fflBE* 
SSmttmaindB 


PO Boa £ Sheffield. , 
EidMBwAsESOOO*- 52S 


Uar 

Jim 

5ea 

Dec 


ijiwt HU Ln 

436 40 436 60 436 ID 
436 60 436.85 43655 


Pm. 
436 45 
43680 
43760 
438.70 


Bank at Ireland High Interest Cfaeqpe Act 

36-«0 High St, Sough sui EL oraajXlftSl* uo.sao* .. . . -I*.oS 

UO.OOO*- .Tvs 1.94 3»T Ote £25000* 16 50 

19,949 Is 00 3.75 1 5101 Qrr ewoOO* _|7M 

TESSA. .. .... -.1675 

sssaas ss*™*. 

Mth £50.000* . rr 

E25.DOO-£an 949 - 16 
UO.OOO U £24.944 J5 



mw h annuo 

38Tbn)tetdleSL EC2P2EH , 071-4011 
moaiaCAuoaLnOsM az3I sto i 

£25.000* .73 188 4.4ll 6 04 1 I 


dose Hall 
Mar 10955 109.40 

Jn 108.74 

Eftluaud voiuoie B13 (482) 
Traded ecchnMy on APT 


Law 

10954 


Bank of Wales - Business Accounts 
Ktegmay. CartfffCFl 4YB 

hEm 


PWLMaPHDlSEEfl 
£312SB (nrnte per CD 


OPTBMS 


12% NOTHHAL I77UJAII GOVT, BOND GTP1 • 
UHA 208m 1608 b of 1M% 


Oose High Lon Pm. 
Bar 94.67 9483 9459 9430 

Jm 94 79 94 42 

Estimated volume 10481 (8480) 

Previns day's coco lot 24969 (24898) 


THREE MONTH STERUHG 
CM880 pnitfs M W 


Strike 


bits 




Puts 

Apr 

Price 

Fa 

Mar 

Act 

JUA 

Fa 

Uar 

L475 

6.82 

699 

721 

756 

022 

084 

L&O 

1500 

4.69 

533 

553 

630 

030 

L47 

Leo 

1525 

289 

356 

4.10 

479 

127 

239 

340 

1550 

L60 

239 

295 

3.71 

243 

360 

473 

1575 

0.78 

151 

211 

281 

40b 

521 

631 

iirflO 

032 

0B9 

L43 

214 

608 

703 

806 

1.625 

009 

0.48 

893 

L56 

829 

931 

1004 


Barclays Select 
PO Bo» 120. marailBs Pk. I 

I L2.000-C9 99S 

Ejs.tEsw-c3J4.nw 

£25.000-640,999. 

150.000*. 


0222 229922 E2.dQO-M.99f-- )5J7 

H im** Nathmwlde Bldg See- Btafaesstawshf. 

-I 6161 Mth araararawphlritereaOMpnAeMnnl . 

PltmWn 5«>dMUS«081i™ . OW O! UMW 

nuui .tjmljin U 00O-C4 4W. . ._]*<» 3 6*1 *9JJ 

0800 400100 rs noo-L-) W9 . . J54S 4 OBJ S-Slf 

3-151 iMlTrarfr UO^OMM.9W:.-l5W 4g U»| 

£2S 0W-C49 999. ..Jb# 4Ag| 


70*1 


Of 


Prime Accnant HiC-A. 

5 lal 0 ^ 



US. 000*. 


Ha 

One 

93.43 

Hlab 

93.47 

Lop 

9142 

Prtv. 

93.49 

Jon 

93.74 

9380 

93.73 

9380 

Sep 

9381 

9387 

9981 

9386 

Dec 

93.69 

93.72 

93 66 

93.60 

Mar 

9351 

9352 

93.48 

93.48 

Jia 

9338 

93.17 

93.10 

93.13 


Pnriota day's open ttt Olts 507,491 Po& 582J77 UU1 enn sria) 
Prntons day's w ri t i ng: Cdh 16.638 Puts 37.483 (AD ernodes) 


Brawn Sadpfqr A Ce Ltd 
FoMdnOnt. Lolhhay. Loodmi EX2 

I mica .TZTjiaa *m\ 

1988 4.41 1 


£90.000* 

Portman BMg Soc Prestige Gmpe Accneat 

BH26EP 

755 59) 

625 4 M 

9 29 3.94 

4 29 3 19 

J-29 2.44 

Proviirdal Bank PIC 

"jiff’s? 


RkhmondHIH 
£50.000* - 
UO.OOO-C49 999 . 
£20.00»M29999 


E10,000-tl9.999 

£27SOO-C9.9W 



6001 

6.00 1 




PARIS 


Catalonian Bank Pic 


7 1> 10 YEAR 10% M0TEONM. FBEHC8 8880 OWUF) FUTURES 


| SSCAmhwSnm. Edttbar^EHZ^P 0315568235 £25;oOO-£49 999, 
— .VTCT 4iml HVrarh noooo-124,999. 


mot... 


Esl Vtri. One leas, not ihiwrt M519 (S38 P7) 
Pmtans day's oprn let 228294 (2273571 


THREE MOfn EUmOOUAR 
Slm oolati of 1K)% 



Open 
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MONEY MARKETS 


French rates softer 


FT LONDON INTERBANK FIXING 
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CASH RATES in the French 
markets closed softer yester- 
day, even though the Bank of 
France decided not to alter its 
officially-posted Interest rates, 
writes James Blitz. 

The French franc's strong 
performance against the 
D-Mark last week had led some 
dealers to think that France 
might re-introduce its five- 10 
. day lending window yesterday, 
and cut the overnight lending 
rate below the 12 per cent 
leveL 

Lingering bearishness in the 
Bundesbank may have stopped 
the French authorities taking 
.this decision. Mr Hans Tiet- 
raeyer, the Bundesbank Deputy 
'President, said yesterday that 
the German inflation rate was 
still far above acceptable Lev- 
els. 

However, the French cur- 
rency appeared to be unaf- 
fected by this comment and 
continued to hover aroond the 
FFr3.38 level to the D-Mark, 
more than 5 centimes above Its 
floor against the German cur- 
rency- in the European 
exchange rate mechanism. 

French cash rates conse- 
quently softened. Three-month 
money yesterday fell from 
around ll'A per cent to 11 V« 
per cent yesterday. French 
franc futures also progressed 
slightly, with the March con- 
tract closing up 9 basis points 
on the day at 90.45. 

At this level, it still assumes 


that 3-month money will be at 
9.55 per cent by the spring, 
some 180 basis points below 
yesterday's leveL 

Helped by Mr Tietmeyer’s 
comments, Euromark futures 
fell back yesterday, with the 
March contract closing at 92.16, 
some 7 basis points down on 
the day. 

Short-dated rates in the ster- 
ling cash market were soft ye& 
terday, in spite of a laige short- 
age of £L7bn forecast by the 
Bank of England at the start of 
operations. 

However, most of the short- 
age was removed in the early 
round, conditions were easy for 
most of the day and the' over- 
night lending rate progres- 
sively fell from its opening 
level of 6 % per cent. Three- 
month money closed 
unchanged, fractionally below 
the base rate figure of 7 per 
cent 

At the weekend, Mr Norman 
Lamont, the UK Chancellor, 
signalled a cautious approach 
to further UK interest rate 
cuts, and this may have been 
responsible for the 6 basis 
point cut in the March short 
sterling contract to a close of 
93.43. 

One dealer suggested that 
the market had never been 
expecting a rate cut, and the 
only issue of debate now was 
whether rates would be cut in 
the March budget by 50 or 100 
basis points. 
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& Friday (International edition only) 


For further information please call: 

Tricia Strong on 071-873 3199 
Andrew Skarzynski on 071-873 3607 
Philip Wrigley on 071-873 335 
Joanne Gredell New York 212 752 4500 


ACROSS 

1 Party policy won't be one’s 
main interest (8) 

5 Temple ornament Td made 
wrongly (B) 

9 Military informant shows ini- 
tiative (8) 

10 Somehow lost on points - or 
was robbed? (6) 

12 Fly from a ship (5) 

13 Bears arms when involved in 
trouble (S) 

14 Crackpots get a hundred lines 

16 He cuts inside the fold (7) 

19 Declared a number were 
incorrect (7) 

21 Sounds coining from fold or 
stable (6) 

23 Coastline irregular in parts 

25 a jacket and hood (5) 

K pn -opener is cutting into the 
drink, in truth (6) 

27 Is this provided just for dip- 
pers and divers? (4,4) 

28 Around heavy-bodied port (6) 

29 Do vre turn switch to produce 
current? yes (8) 

_ DOWN 

1 Funny thing, ifs way above 
what la the best (6) 

•- 2 Fire and unload (9) 

3 “? n is ? 8 .i he a PPer house in 
speech (6) 

4 Unde Is out to get us. that’s 
the heart of the matter (7) 


6 Put earth over the seed, say 
- then pray! (9) 

7 Girl was poorly brought up (5) 

8 Service makes small care go 

(8) 

11 Falls in the sea (4) 

15 A bloomer he made, being too 
fond of his image (9) 

17 Slow worker causing delay (9) 

18 Raised voice in row on river 

(8) 

ao Accomplished fellow with a 
certain bearing (4) 

21 A large number put charge on 
account (7) 

22 Chews a sort of nut (6) 

24 Vessel is said to be sailing (5) 

25 Chaplain makes home with 
soldiers (5) 
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397 10 +7 60 


Cred Lyon IO> .. 

Credit Local Fr 
Credit National' 

Damart 

Ooeksde France.... »/ 

Oolllui MlegCle 265 _a 

Ear (I( tge ^ 

EmnCteGcnl ... 8.163 +L5 

Elf Aquitaine 5|| M t0° 

->• 

^ii lorUn 417.50 -Ok 

.. , ... < 1840 «4n 

Eurafrance . ify tu 

475 +20.10 


Euro RSCG '.. ... 

Euro Disney 

Fin Pellet. ... 
Flnextel 

Font Lyonnais* . 

cBEKSS. 

Gal Lafayette 


** 55 +0.55 

466.10 -4.90 

3M0 +« 

1 680 +16 


uiaymte .... i 6so +in 

GaumonttSocN)... 325 +15 

^Whytlque 559 -1 

”*»««* 90 -1 

{!**“, 442.ro +4.20 

imcui 351 1 

Imm de F ranee 781 


ut r rare 

Imroobanque ... 
Immob Phenlx . 

interbail 

fiHertec/mlque . 

LVMH 

Lafarge Cop pee , 

L'Oreal 

tegrand 

Legrls 

lawn Earn Dasw 

tfatra 

Mlctelln 8 

Moulinex 


*45 -10 

142 80 -0.50 
418 +2 

395 

3. 369 +6 

32340 +3 10 
1.017 -3 
4.012 -3 

ik.ro -i.bo 

463.30 -5 80 
231 -5 

198.80 +2.90 
76 *1.70 


Navigation Mltie ! 835 -2 

NortfEst 134.60 +1 40 

Orsao 130 

Parltos 394.80 +4 20 

Pariv Reescomjne 27150 +? 

Pernod Ricard .... 368 30nl+280 

Peugeot 601 

Pinault Pruwuios ... 586 -29 

PWmooes 544 -10 

Radlotechn . .. 253 

gpKwte M10 -40 

Rhone Poulenc Cts ... 508 

IS 

fiESass IS* " 

Saint Louis 1.156 +16 

Schneider 639 +5 

Sre SA 335 -2.50 

Seflmeg 422 -3 

Sfmco 448 

Skis Rosslgnol 817 +5 

SocOeneraleiJfFr. — 603 +1 

1 SommoT-Alllbert .. l.zu +5 
Sple Rattgnotks ... 32450 +I_50 

SuectCtede) 278 JO 49.20 

Talttlnger 2.190 -10 

Thomson CSF. — 150.60 45.10 

TdU' B 230 4030 

UAP 498 10 40.70 

UFB Lora ball 227 40 

Unltull 342 -2 

Union Immob Fr ... 451 -5 

Valeo 709 +z 

VaUotuec 155 +10 20 

Worms Cle 238 +0 


GERMANY 


Jinn ary 18 


Dm. 


+ ar - 


AEG 

AG Ind & Verk 

AadKuMdhtReg)... 

AlllanaAG 

Altana Ind 

Aiko 

AskoPrf 

BASF 

Bademwrfc 

Bayer 

B«e+-Hyno 

BMWIBr). 

ferVereJnsbk ... 

.Jendorf 

Berliner Bonk 

Berliner Kraft 

BHF Bank 

Biff. & Berger 

Colonla Konzenl .. 
CnMaKnDBuPf— 
Commerzbank «... 

ComlnemalAC 

DLW 

Dahnler-Bem 

Deckel (Fr) 


.159 
.430 
775 
2.057 
. 534 

384 

217 

.287 

.270 

.403.50 

.499 

416 

660 

243 

115 

416 

835 

900 

472 

245 

212J0 

448 

564 

29.50 


40.20 

+16 

+10 

+72 

48.50 
-16 
-1 

44.50 
+10 
46.60 
+3 
49 

-15 

-2 

-2.50 

+130 

+20 

+25 

+8 

+3.40 
46 JO ■ 
+3 

+1330 


Jlreury 18 

Dm. 

+ ar — 

Degussa 

.351 


Deutsche Babcock 

. 144 


Deutsche Santa ... 

. 647.90 +0.90 

Dldlei— Werke .... 

96 JO 


Dowql+sHldg 


Dr+qerwertt ... 

219 


Dresdner Bk ... 

351 JO *3 30 




Gerreshelmer .... 

. 212.80 +0.30 

Goldschmidt fTH) 

850 


Hamburg Elekt 

178 

-2 

Hrtdelb^em 

. 848 


Henkel Prt .... 

. S6S 

+3.50 

Hfrtttr ... 

263 


Moehtief 

. 978 


Hoeehtt 

. 255. E 

+9.20 

HolcmarmPh 

.865 

+12 

Horten 

. 150 


IK8 DeuLckeind... 

. 231.51 


Indiriirle Werire 

2695( 

+0.50 

Kali & Sale 

.98.50 

+0JO 

Karstadl 

493 

+8 

Kauflwf 

404 J< 

+11 


. 101 Jt 

+050 

KlocknerWerite.. 

. 52.80 

-0.20 

lahnwyer .. 

LelfAeil 

. 618 
. 398 

+4 

Unde 

717 


Unotype-Hefl .... 

. 428 

+3 

Lufthansa 

101.9( 


Lufthansa n/« Prt .. 

.83 80 

+1JO 

MAN 

.286 

+8 

MAN Pref 

236 31 

+5.80 

Mannesmaim 

249 


Mannheim Yen . 



Mercedes Hid 

425 

+11 

Metalloesedschaft 
Uamch RMckfReg) 
PWA 

348 
.2.625 
150 JO 

+14 

+5 

+0.30 

Philips Kommuo . 

530 

-5 

Porsche 

458 


Pr fusing 

.365 

-2 

Rhelnetektra 

792 

+8 

Rhetaraetaii Berlin 

269 


Rhelnmetall Prf .. 

192 

-1 

RheloWestEI .... 

401 


RSw+a West □ Prf _ 

313-2C 

+0.70 

Rosenthal 

213 

+1 

Scherlng 

735 

-9 

Scfmuib+ch Lubeca 

330 

+13 

Siemens 

597.50 

+6 90 

Springer Axel Rg .. 
Sod Cwrnle 

580.50 
44Q JO 

+050 

Thyssen 

172.70 

+1.70 

Varta 

290 

+6 

Vetw 

364.40 

+1.60 

VEW 

216.50 

-0.50 

Verelie-Wect 

315 


Vlag 

Volkswagm . ... 

338 

276 

+4 JO 
+7 JO 

Volkswagen Prf ... 
Welle Pri 

231 

630 

+6.50 

+15 

Zanders retopap .. 

205 

ITALY 

Janiiaiy U 

Lire 

+ or- 

Banco Comm 

4.940 

+160 

Banca Naz Agrlc .. 

4J00 

+199 

Bancadi Roma .... 

1.957 

+67 

Baiun Lariano 

4,850 

-35 

BastogM RBS ... 

94 

+2.50 

Benetton 

15,800 

-500 

Burgo (Cartlerei . 

5.B30 

+30 

C/R 

1 090 

+47 

Caff aro Spa 

4^4 

+10 

CemenUr 

1.311 

+46 

Clgahotel 

Ctffk/e Fin 

1,080 

1,370 

+20 

+100 

Credits Itallano ... 

3J99 

+109 

Daniel/* C 

8.900 

+150 

EniChem 

1.030 


Femiezl Fin 

1,265 

+20 

Flat Prly 

2,355 

+60 

Flat 

4J90 

+141 

Fldb 

2,975 

+78 

Flnanz Agrolnd 

6.190 

+40 

FondlanaSpa 

2B.aiO 

+670 

Gemlna - 

i.2io 

+38 

Generali Assloir ... 

33.490 

+70 

Gllardlnl 

2,525 

+15 

IF1 Prl* 

9.495 

+515 

lulcable 

4.860 

+100 


8.700 

+250 

1 taigas 

Uoyri Adriatlco ... 

Mediobanca 

Montedison 

OlhffUl 

Pirelli & Co 

Pirelli Spa 

RAS 

Rinascente(La) 

3.490 
11.600 
14,600 
1,289 
1.915 
3.660 
1.216 
21 345 
8.100 
5,450 
1J86 
3,950 

+15 

+5 

+46 

+34 

-180 

SIP 

SalfaA 

-16 

+32 

Sal pan 

2.690 

10.980 

8.475 

589 

1,001 

2.028 

23,190 

18,050 

6,400 

-55 

SirtiSpa ..._ 

SMI 

Sola BPD 

STET 

ToroAsslcur 

Tost Fraoeo 

Unlcem 

+175 

+96 

+19 

+8 

-160 

+290 

+249 

NETHERLANDS |E 

January IB 

FT*. 

+ «r- f 

ABNAmHriCdi — 
AEGON 

52.70 

78.90 

+0.40 G 
+0.60 H 


Ahold 

AKzo ; ; 

AM tV Deo Rees 
Bah Liot Dm Rtd 
BreanantCtOMbs . 

CSM Oeaftas 

DAF 

OSM 

Dordtsche Ptu 
Elsevier Den Rees .. 
Fokker Dep Rees . 

Gamma 

GHBroc DtpOea .. 
Helnefcen . 

Hollnd Bet do 

•kwrenDepfea... 
Hunter Douglas ... 

iHCCallantf 

htRcskriOwfea .... 

Inti Mueller 

KLM 

KNP. 

Kata PaUud DpRcs 
Nedlloyd ...ZZ... 
Nijvenf-Ten Cate 
Mr VirBM Op Ra._ 

OceVGriut 

Phiilos 

PulyGram 

Robeco 

Rodameo ... 

Rollnco 

ftorewo.» 

Nyf** 

Uollever Dtp Rm 

VNU 

VUOMnmOpffe _ 

WessascB Dep Rees 

ttWtnlQDeptes 


. 91 

136.70 
. 62 JO 

43 JO 

30.80 
. 109 

7.05 
7630 
. 134 JO 
124 JO 

14.40 
83 

35.60 

167.90 
180 
2330 
43 20 
90 JO 

57.60 
56 

26.60 

30.90 

35.50 

28.40 
72 
115 
41 JO 

21.70 

45.90 

96.50 

47.70 
9710 
8160 
26 20 

145.70 
28 JO 

191.80 
97 

32.90 
105 
86.60 


40J0 


40 50 
4030 
- 0.20 
40.80 
-1.25 
- 0.10 

+i’ 

40 ID 

40 >0 
+2.90 

40.90 
+0 90 
+0 80 
+0 40 
-0.50 
40.70 

-030 

40.90 

+0.70 

+i" 

+0 40 

+0.30 

- 0.10 

40.60 

40.40 

+ 0.10 

♦0.40 

+0.60 

+ 1.20 

+0.70 

-0.90 

+1.40 


January ID 


Kroner + or - 


Aker A Free 

BergesenA 

Dim lad 

Elkem Free 

HafclndNjc AFrre 

Kvaemer Free 

Leif Hoejpi 

Notsk Hydro 


.41 

.96 

8930 

23.50 

154 

164 

77 

163 

68 

171 

160 

69 

69 

90 

68 

35 

73 


-030 

+130 

-0.50 

+i” 

+1 

+2 

-4 

+4 

- 2 " 

-3 

+2 


+2 


SPAIN 


Jammy 18 


Pts. 


+ ar- 


.... 3.800 +60 

... 800 -20 
. 1.205 -30 
... 2.750m +110 
... 2.945 +35 
... 3.725 .... 

... 12,150 -10 
,.4.k0 +400 

... L890ir -30 
... ZM5 .... 
... 3.700 -65 
., 3325N -25 
... 1,325 +20 

... 1 J45 -55 
... 1.295 +5 

... 3.970 +30 
_ 694 +14 

... 860 -35 

... 2.040 +5 

... 750ul +7 

.-4.100 +20 
... 4.120 420 

... 3.030 -20 
... 7,050 4220 
-25 


:§F“ 


..344 -5 

.. 433 +15 

.. 4J7Sd +105 
.. 1.260 -5 
_455 +13 

.. 464M 46 

.. 2.775 +195 
..668 48 

..483 +4 

.. l,260d 45 
.. 1.150 +10 


SWEDEN 


Jammy 18 


Kroner + ar - 


342 

. ... 378 
378 
. ... 707 
...-692 
— 309 

305 

234 

184 

84 

84 

327 

142 


+4 

+3” 

+4 

+2 ' 
-1 

+i" 

+4 

+1 ' 

+030 

43 

42 


JAPAN 


January IB Yen 

Ajinomoto 1.200 

Akebouo Brake Ind ... 492 

All Nlroou Airways 964 

Alps Electric 825 

AmadaCo 975 

AmanoCoro 1.150 

Ando Com traction ... 657 

Anritsu 710 

AokICorp 430 

Aayjmj Trading ... 8,250 
Arabian Oil Cn Ltd ..3.600 

Asahl Bank 810 ; 

Asahl Breweries .... 1,020 

Asahl Chemical 575 

Asahl Glass 975 

Asahl Optical 315 

Ailcs Corp 412 

Auugl Nylon 523 

Banyo Wiarm 790 

BrKtptttone 1.150 

Bratner Ind 410 

CSK 2.150 

CalpisFocd — 1.090 

Calsonlc 462 

Canon 1350 

Canon Sales 2.030 

Casio Computer .. . 1J110 
Central Finance . . 286 

Central Glass 345 

Cblba Bank 855 

ChlyodaCoro 1,640 

CMjoea Fire S 41 —583 

Onrbu El Pwr 2.260 

Chugal Phaim . ... 1.190 
Ctug^cu El Power ... 2.240 

ClUzen Watch 9 30 

Dalcel Chemical .... 435 

Daido Steel 370 

DaWI Inc 816 

Dallnkn J-? 7 ? 

Oai kAI Kmgjo Bk _... 1.680 

Oallchl Pharm 1.560 

Daiklnlnds b7§ 

Daikyol* 710 

Dahnani Me 529 

Dal Nippon Ink .. .. 381 
Dai Hrppon ftunnac . 1.140 
Dal Nippon Print. . 1,290 
Oaf Nippon Toryo . .. 385 
Daisiwra Papw ... i£90 
CKitTckyoFiM ... TOO 

Dalwa Bank 891 

Daiwa Howe 1.350 

DafwaSee 830 

Denny 1 Japan 2. 150 

Odm Fire A Mar _ . 515 
Dona Mining Co . .. 553 

Ebara Coro 

Ehal 

Eukl Glko 

Fanuc 

Fudo Construction 

Full Bank 

Fuji Electric 

Full Film 


646 

937 

520 

1.190 

400 

595 

503 

400 

540 

1.010 

461 

724 


. 1.150 
.1.390 
1,120 
. 3.270 
.475 
. 1.730 
444 
.2 570 

Fuji Fire & Marine — 63 9 

Fuji Heavy Ind 330 

Fuji Spinning 513 

Fuiikura 485 

Fullsawa Pharm ... 8 IB 

FujKa Kjfflko 1.950 

Fujitsu 531 

FuruLawa Elect . .. 37B 

Gakfcen 

GenSeklyu 

Godo Shusel 

Green Cron 

Gun-El Chemical 

Gorue 

HanfeyuCoro 

Hanshln El Rlwy 

Haseko 

Hailcri Seiko 

Kaaama Coro — 

Heiwa Real Est 

Huso Motors bOO 

Hlrose Electric 3.850 

Hiroshima 1 Baitt] 622 

Hitachi 739 

Hitachi Cable 580 

Hitachi Credit 1^*0 

Hitachi Kokl W 

Hitachi Maxell - - 1.W0 

Hitachi Metals 760 

Hitachi Sales 417 

HHachlZosen 479 

Hakkakbr Elect Pwr .... 2. 190 
Hokkaido Takush . 442 
Hotaurlku El Pwr ... 2.290 
Korria Motor 1. «0 

Honshu Paper ...... 430 

Howe Food ind ... . 2.®e 

HoyaCorp 1,550 

IHI ..._ 443 

Kara Chemical ..... 430 
IkegamiTsushlnkl • 780 

Uui 830 

latest Bank Japan ..2.230 

[^1 &Co ff 

hseun ^45° 

ishilraraSangyo . -326 

Btuu Motors 314 

lioehn 394 

ftoham Foods »♦ 

l!S^a l . eC .".'" 1380 

JEOL 491 

JGCCoep... • • |A 70 

iaroneSewmHack 

JAL 586 


-3 

-10 

-3 

+20 

-4 

+20 

-5 

+1 

-5 

-8" 

-14 

+10 

-5 

+30 

-20 

-9 

-10 

-20 

-20 

♦1 

+14 

-12 

+30 

+1 

-10 

+40 

+8 

-15 

-14 

+40 

+20 

-2" 

-6 

-9 

+10 

+20 

-i" 

+2 

+!' 

H5 

+7 

-id 

-10 

-30 

-5 

+30 

+20 

-11 

-1 

+11 

-1 

-12 

-50 

+1 

+2 

-14 

+2 

-9 


-13 

-10 

+5 

♦5 

+4 

+100 

+10 

+3 

+10 

-20 

+3 

+20 


-10 

-18 

+20 

+30 

-4 

-30 

-20 

-i'd 

-21 

+5 

-10 

-30 

—6 

-5 

-8 

-i" 

-30 

-12 

-20 

-5 

-20 

-5 

+2 


J stags sj 18 

Jew Moan & dun 

Japan Radio 

Japan Steri Wwts ._ 
Japan Storm 8att._ 
Japan Syn Rubber ... 



Pharm 

Kandenko 

Kanebu 

Kaneka 

KaiKfiuresa Corp ... 
K areal El Power ... 

Kansal Paint 

Kao Corp 

faMiakJ Heavy Ind <- 
Kawasaki Risen .... 
Kawasaki Steel .... 
Kenan Elec Express 

KrioTeluElRw 

Klkkoman 

Klndeo 

KrutiNtaptolhny — 

Kirin Brewer 

KobeStael 

Kollo Manf 

Kokusai Electric ... 

Koieuyo 

Komatsu 

Konha 

Koyo Seiko Co 

Kubota Coro 

KumagaF-Gumi .... 
Kumlal Chemical .. 

Kurabolnd 

Kwaray 

Kureha Chemical ... 
Kurita Water 


-I 


100 +10 


1.120 


Kyocera 

KyodoSh 


Shlryo 

Kyotaro 

KyowaHakko 

Kyushu El Power ... 

UonCotp 

Long Term Credit _ 

Maeda Coro ........ 

Makhio Milling .... 

MakltaCorp 

Marubeni 

Marudal Food 

Manil 

Maruichi Steel 

M'shitaEI Ind 

M'shlia El Wk 

M'shita Koto 

M'shlia Refrlg 

Marta MoUr Coro 

Melll Milk 

Mel ISelka. 


Mercian Carp ..... 
Mlkiml Coa Cola .. 

Mlnebea 

Minolta Camera . 
Mtsawa Homes ... 

M'bhfal Bk 

M'bHhl Corp- 

M'bishl Elec 

M’bishl Estate . . 
M'btsMGasObem.- 
M'hlshl Heavy lad .. 
M'bHhl Kasel..... 

M'trishi Materials . 

M'bishl Oil 

M'bishl Paper .... 
M'bfshl Petchem . 
M'bishl Plastics . 
M'bishl Rayon .... 
M'bishl Steel 
M'bfshl TrABk ... 

M'bhbi Warehouse 

MflsuMsbl BeUJup 

Mitsui Co 


♦,riv ™ 

357 -2 

765 .... 

1.110 +10 
1.690 -10 

1J10 +10 

907 +10 

1.87D -30 

520 +9 

411 
840 
613 

718 +4 

2.010 -90 

445 


-8 

-5 

-1 


Mitsui Eng Ship.. 
Mitsui Fudosan .. 
Mitsui Marine — 
Mitsui Mug & Sn - 
Mitsui Osk Line .. 
M Itsul Petchem- 

Mitsui Soko 

Mitsui Toatsu ._. 
Mitsui Tr&Bb .... 

Mftsukoshl 

Mitsumi Eftc ™.. 

Sffi'SK: 

MochWa Pharm . 
Morinaga Milk... 
MorlSelkl 
Murata Mamfact 


NEC Corp 

NGK Insulators .... 

NGK Spar* Plug ■ 


326 

940 

tf° 

469 

905 

371 

515 

379 

417 

s 

605 

458 

310 


915 
1,220 
4i6 
581 
362 
985 
B45 
460 
344 
538 
590 
333 
735 
718 
U.60 +20 

460 
830 


+4 

-14 

-7 

-3 

-3 

-1 

-1 

+1 

-4 

+4 

+4 

-8 

+15 


+3 


-3 


+22 

+3" 

+*" 

-8 

-2 

+3 

-9 


-10 

680 -50 
808 

1.700 -30 

2.170 .... 


NHK 

NKKCarp- 

NOK Corp 

NSK 

NTH Toro Bearing .. 
Nadtl FuflLosM ... 
Nag»Jklya 


-6 

+1 

+14 

-a 

-7 

+6 


Nagase 

Nagoya Railroad - 
National House... 



Nlchlrel 

Nlhoo Cement 

Nihon NOM" 

Nihofi Parker lr I >4 - 

Niigata Em 

Nlkko Kyodo 


.630 
. 926 
922 
.485 
236 
.508 
.474 
.464 
.354 
.944 
.681 
450 
1.660 -20 
. 1.200 +10 

m 

359 
6% 

437 
426 


-3 

+6 

-2 

-20 


42 

+4 

-1 

-14 

-1 

-5 


January IB 


Yen 


+ or- 


.710 

.10.41 

.4,401 

.3V5 


Nlkko Sec 

Nikon Carp 

Nintendo ...... 

ffippMCredhBant .. 
NIpoonDenko .... 

Nippon Denso x,<mu 

Nippon El Glass .... 1.020 
Nippon Express— .. 734 

Nippon Fire 618 

Nlncn Flour Milk. 568 

Nippon Hodo 2.200 

Nippon Kayakn 650 


MppMUubt Metal — 564 
Nippon Mea 


+17 
+2 

Nippon Bleat Pack _ 1.710 +30 

Nippon Oil 584 +4 

Nippon Paint 490 -2_ 

Nippon Road .. 

Nippon San 50 — 

Nippon Shaiyo 1.070 +10 


+9 

TakaraShuzo ... 

-- 623 

+19 

+3 

Takashimaya.... 

...921 

-200 

TakedaChan .._ 

._ 1^00 


-20 

Tanabe Sefyata 


-) 

-a 

+20 

Teilto 

TelkofeuOll 

...390 

...659 

-10 

-1 

-10 

Tefcken Corp 

...654 

+15 

+2 

TraGosaCbeailud 

.604 

+/ 

-19 

TobishlmaCorp 

...435 

+16 

+S 

TofanRaitway ... 

— 569 

+1 


Tort 

... 561 

+2U 


1,250 +10 
393 


A.Vf 

- 423 

IpponShlnpan .... 630 


Nlppou Sheet 
NIppoMi 


Nippon Shlnjuku ... 1^330 


. 438 


+3 

-17 

-10 

+15 

+2 

+e 


13 900 -300 
531,000+3.000 


.388 
. 473 
.562 


! 345 
. 554 


+9 


+9 

-6 


Nippon Soda 

Nippon Steel 

Nippon Suttan .... 

WotoxTVltebraV 

Nippon Vairln 

Nippon Yusen 

Nippon Zeon _ 

NlihlmitsuConstr... 1.090 +10 

Nissan Diesel 
Nissan Motor 
Missel Satvayo 

Nlsshln Floor — 

NtsshmON 962 

NlssfUnbo Ind 904 .. 

Nissholural 372 -1 

Nlssln Electric 795 

Ntein Food ... 

NKsuko.- 

NitinBoseki 367 

Nlttn Dento 1.060 +10 

NomuraSec ._ . .1.480 +20 

Hor 1 lake S59 

(Makyv Electric Rwy .. 666 
Ohbayadil-Gumt .. 501 


1.240 +20 
1.100 +30 


+1 

.21120 -50 
.530 +15 


+5 

-9 


Og Paper 


.644 


I Electric 

Okuma Cora 

Okumura-Goml .. 

Olympus 

OmronConi 

Onoda Cement .... 

One Pharm 

Onward Kashiyama 

Orient Corp 

Orix Corp 

Osaka Gas 

Penta Ocean 

Pioneer Elec.—. 

Prtma Meat Pack 

Renown 

Rutoh 

Royal 

Ryobi 

SakurJ Bank 

Sanden 

Sankyo 

Sanrio . 

SanwaBank 

Sarvra Shutter .... 

Sanyo Electric .... 

Sanyo Kokusaku .. 
Sapporo Brews _... 900 
Secom . 


+1 

+12 

+17 

+1 


.851 
. 328 
. ail 

. 742 
. 1.050 
. 1.030 
. 547 
5.290 +30 

. 1.080 -10 
. 610 —15 

2^220 +20 


+6 


-1 

-2 


-10 

+3 


2.650 +60 

• 4b4 +8 

.428 
.388 

iff 0 .... 

1.140 +10 

521 -8 

2.500 

.949 -14 

. 1.520 
860 
.365 
. 451 


+5 

+6 

+3 


5,490 -20 

.9,890 -60 

Seiko Halfway 2, 160 +10 

l»SW.::::S - 

MV 7 I 0* 0 


Sega Ent 
Selbol 


Sekisoi Chemical... - -- 

Seklsul House 961 

ScusuCorp-. 

Seven-cJeven 

Sharp 

SMkoktr Elea Pwr 


-1 

-21 


305 
.6.770 
. 975 
.2.190 -40 

824 


+2 


ailrfimCPem "l 1^0 +10 

Saowa Alumtolum ... 428 

Shroa Denko 274 

Shewa Elec Wire... 475 
Shraa Sanoyo 495 


-11 
-2 
+8 

smtnrr.Vk 4 


Skylark 


J 1.250 -20 

Sumitomo Oar* ... 1.750 +M 
Sumitomo Centart - 517 
S«mlU»o Chened -421 

Sumitomo Corp . . -737 
Sumitomo Elect.... 8M 
Sumitomo Heap... 369 
Santuwin LWrt . M ■ — 300 
Sumiiaroo Marine — 871 
Sum homo Maal M .. 2M 
SwrtaroHtu'Uo*-.. 

Sumitomo - 565 
Sumitomo Tr&Bk . te5 
SuMttBBwKarettw* . - 625 
Sujukl Motor 818 

Talset Coro 60*, ^ 

TalsfwWarm 2.1T0 

Talyg Fishery 

Taka oka Electric. 


.442 


+2 

+3 

+4 

+3 

-1 

-1 

+6 

+4" 

+3 

-6 

+5 


-3 

+7 


January 18 


Toho 13,000 -300 

TohotauEha Pmm 2,240 -10 

Tokal Bank 945 -5 

Tokal Carton- 362 +5 

Tokico 370 +5 

Toklo Marine 1J60 -10 

+4 


TokuyamaSoda 409 

Tokyo (Bank) 1,230 

Tokyo 8-auUug.... 955 

Tokyo Dome 

Tokyo El Pwr ..... 

Tokyo Electron 1.820 -20 

Tokyo Gas 401 

Tokyo Rope 588 

Tokyo Suet 2,600 

TokyoStyle 1J30 -40 

TokyuCar 416 -24 

TokyuCOrp 558 -5 

TokyuLand 379 +1 

Toma Corp 1.220 

n Printing ... 1,030 -10 


+10 
1.740 +60 
2.460 -20 


+3 


Toppanl 
Torayfnt 

Toshiba Elect 

Tnridba EngMomtr _ 
Toshlba^mhni . 

Tosnoku 

Tosoh Carp 

Toto 

Tpyo Caastrua 

ToyodaArianUaa.. 
Toyp li* 

TayoKanetsa 

TpyoSeikan 

Toyota Motor 

ToyoTlreflcRub 

TotoTrt&Bkg.... 

Ts*M«Oakitta_ 

Tsugami - 

UBE Jnds 

UnltUea 

Victor U VO 

Wacoal 

Yamaha Corp 

Yamaha Motor .... 
rentMil SecorUJri 

YanuuHiichl 

Ymatakf Honeyirea 
Yamato Kogyo .... 
Yamata Traasoart _ 
Yamazakl Baking 

YasudaFire 

VasudiTst&Bkg .... 
Yasukawa Elec ... 
Yokooawa Elec .... 
Yokohama IBank) 
Yokohama Rubber .. 
Yoraluri Land 

YosMtoml Pharm . 

Yuasa Corp 

ZexeJ Carp 


6i4 
607 
.887 
521 
. 763 
.320 


-1 

-7 

+10 

-17 

+3" 


1.660 +30 


442 

4^ 

673 


-10 

+40 


-3 


2,900 +50 

1.420 .... 


3SS 

840 

455 

380 

327 

320 

862 

880 

935 

77B 

511 


+10 

+4 

-18 

-1 

+3 

-3 


+15 

+1 

-6 


2.460 +20 

1.270 .... 

1,330 -10 

9§5 +10 

670 


iff 

677 

380 

732 


+1 
-13 
-12 
+13 
1.020 +10 
540 


845 

745 

555 

464 


-5 

+21 


AUSTRALIA 


January 18 

Amts +BT- 1 


AWA 

AhaToyte 

Amcor 

Ampolen 

Amotis 

Ashton - . 

ANZ Bank 

Ana Gas Light 

Ansi Nat bids 

BHP 

BTR Mylex 

Boral -•••• - 

Boug*vtlle Copper 
BramMet Inds .... 

Bridge OH 

BrierlW ln« 

Burns Phtlp 

CSS 

CRA 

Caller Aust 

ChlKemCap 

Coal Allied tod 

Coca Cola Aosatll ... 

Coles Myer 

COmalcc..— 

Comm Bk Aust .... 

Crusader-... 

Dominion Mog .... 

Email 

EnwgyRe* — 

FAI Insurance 

Fletcher Chi tage .. 
Fosters Brewing.., 

Gen Prop Tst 

CIO Australia 

Goodman Ftefder . 
Handle (J) 

K lands Gold.... 

ust 

Jennings 

KWstonGold 

Lend Lease «... 

MiM . — 

Mayne Nickless-.. 

Metal Manuf 

Mlnproe 


.0.84 
.3.84 
7.60 
4.01 
932 
. 1.28 
.3.06 
.2.67 
. 1.71 
.13.2a 
235 

2.74 
. 039 

16 26 
0 45 
080 

3.75 
4.17 
12.98 
2.15 
103 

. 860 
.734 
4.62 
3.10 
.5.98 
0.85 
.037 
.3.10 
. 1-18 
.0.45 
. 1.80 
. 138 
2-15 
.109 
.1.63 
, 2J2 
.0.77 
,5.90 
0.08 
, 137 
, 1430 
2J4 
6.20 
210 
037 


+ 0.02 

+ 0.01 

+0.03 

+032 

+ 0.02 

+0.16 

-0.04 

+ 0.02 

- 0.01 

-0.04 

- 0.01 

+ 0.01 

+0.10 

- 0.02 

- 0.02 

+0.05 

+ 0.01 

-oil 

+0.09 

+0.05 

- 0.02 

+0.04 


+0.03 

- 0.01 

+0.02 

+0.04 

+o7oi 


- 0.02 

+ 0.10 


- 0.02 

-0.06 

+008 

-o.az 


Jammy 18 

Kroner + or - 

HufvudsA .. . . 

.. 29 

-1 

IncemiveA 

.. 171 

-3 

IneentteeB 

lfa9 

-1 

Investor A 

.. 128 

-1 

Investor B 

127 

-1 

Mo Och Dorn B . 

.. 240 

-4 

Nobel B 

. 14 

+0 50 

ProcordlaA 

.. 195 

+2 

ProcordlaB .. .. 

.. 194 

+2 

SCA A 

. 124 

-1 

SCAB. 

. 123 

-1 

SKFA 

.. 79 

-1 

SKFB 

.. 78 

... 

SandvlkenB 

.407 

“1 

SkanEnsklldaC . 

.. 14 

+130 

5kandUi 

.. 96 

-1 

Skanska B -. 

81 

+0 50 

StoraKoppA ... 

297 


Store Kopp B 

.. 295 

+i 

S*k*.Hsndl B .... 

42.50 

+7 

Trelfeborg B .... 

.. 68.50 

+1 

Volvo A 

.380 

-7 

Volro B 

-380 

" 

■ SWITZERLAND | 

Jamary 18 

Fr*. 

+ Or — 

Adia Inti (Br) . .. 

.. 194 

-b 

Alusolsse-LM Br 

.448 

+13 

AlusnlS5e-Lm Rej 

.433 

+12 


.. 1.755 


Brown Borerl (Br) 

.3.660 

+60 

Crown BoverlPtg 

..727 

+14 

Brown Borerl Req . 

-720 


CS Hldgs(Br) .... 
ObaGelgyiBr).. 

2.050 

.666 

-id 

-7 

ObaGeigy(Reg) 
Elckuowau (Br) 

..639 
.. 2,280 

-5 

-40 

Ehrta (Reg) 

. 1.600 

+30 

Fischer Geo (Bri . 

. 765 

+35 

Forbo(Br) 

:S“ 

+50 

- Holderbank (Br) . 

-1 

Hoi vis Hoi* (fag)- 

.. 475 

+17 

Jelmoll (Br) 

. 1,110 

+70 

tteriisiCrlfai) ■■ 

.. 5^5 

+20 

Leu Hold (Br) 

. 324 

+4 

IfMor-Cofun (Br) 

-630 

+80 

Nestle (Br) 

. 1.070 

-20 

Nestle (Reg) 

. 1.090 
.420 

-io 

Pargesa Hid (Be) . 

1J80 

-20 

Pharma Vhl oa (Br) .. 

.2.770 

-30 

Pirelli (Br) 

.218 

+2 

RKtarmont A (Br) . 

1,220 

+20 

Roche (Br) 

. 6.000 

-60 

Rodw(Gemm). . 

4.230 

-60 

SGS SorellncriBrl 

. 1,470 

+15 

SMH (Reg) 

. 1,550 

-25 

SaodozIBr) 

. 3.110 

-10 

5andor (Pig Cts) . 

. 3,070 

-10 

Sandoz (Reg) 

Scblndhr 'PtqCu) 

.3.140 

690 

+10 

+25 

SlkaRegA 

.680 


Suiter (Reg) 

Swissair (Br) 

.628 
. 470 

+25 

Swiss Bank (Br) . 

.313 


Swiss Bank PtgCts 

.303 


Swiss RrinsIPtgl ... 
SwIaVIksbkPtCi.. 

543 

+4 

. 109 

-2 

Union Bank (Br) . 

.885 

-4 

Winterthur (Ptgl . 

.564 

-1 

Winterthur (Reg) 
Zurich Ins (Br) .... 

■H8 

-30 

Zurich Ins I Ptg) ... 

.1.005 

+5 

[SOUTH AFRICA | 

Jewry 18 

Rand 

+ ar- 



-010 

AECJ 

7 11 

Allied Tech 

140 


Anglo Am Goal ... 

.80 

+0.50 

Anglo Am Corp ... 

95 

-0.75 

Anglo Am Gold ... 

141 

-1 

Anglmraal N 

81.25 

-0.25 

BartowRand 

46 


Buffets 

19 

+0.75 

DeBeen/CeirtHary 

29 

68.75 


Deelkraal Gold ... 

.2.75x1 

-0.05 

Drltfonttln .. 

3015=) .... 

East Rand Gold ... 

3J5 

+0.05 

Elandsrand Gold . 

8.65 

-0.15 

Engeo 

49 


First Nat Bank ... 

67 

-0.10 

1 Free Stale Cbm Gold .. 2250 


Gencor 

10.10 

-d.io 

Gold Fields SA.... 

57 JO 



6.95 

-0 05 

Hlgheeld Steel .... 
1SC0R 

8.75 

0.78 

-0.01 

Kinross Gold 

24.75 

-0.25 

Kloof Gold 

24JH -0 50 


63 JO 

+1 

Malhold 

40 

Nedeor 18.25 

+0.25 

OK Bazaars- 

7.50 

+0.90 

Palabora Mng 

71.25 


53 


Rembrandt Grp • • 
Rembrandt Gutri.. 

26.60 

29J0 

+0.10 

-0.10 

Run Plat 

Safmvte& Ream* - 
Smith (CG) Ltd .... 

71.25 

95 

141 

61 75 
22J0 

-2" 

+0.50 

-0”45 

5A Man Amcor .... 

Tiger Oats 

47 JO 

Toogaat Hulett 

18 JO 


Vaal Reefs 

141 


Western Deep 

44.75 


AUSTRALIA (canUmMd) 

Janaary 18 

AmtS 

+ Or- 

Nat Aust Bank 

7.60 


Newcrest Mining.. 

205 


News Corp 

28.38 

-0.06 

Nmndy Poseidon .. 

1.25 

-0.02 




Pacific Dunlop .... 

5.03 

+0.06 

PanoamJnenui .... 

0.92 

+0.02 

Pasmlnco 

1.20 

+0.02 


2J1 

-0.01 


1.45 

-0.10 

QCT Resources 

1.12 

+0.01 


3.09 

+0.01 


5J5 


SA Brewing 

3.10 

+0.04 


275 

-0.02 

Smith (Hwri) 

5.22 

+0.03 


4 JO 

+0.03 

Stockland Tst 

2.92 


TOT 

0J1 

-0.01 


1.75 


Tyco Irara 

0B5 

+0.01 


6.08 


Western Mining... 

420 

+0.05 

Westfield Hdg 

4.55 


Westfield Trust ... 

2J2 

+0.01 

Westpae 

2.85 

-0.07 


3.37 

+0.02 




| HONGKONG ( 

January 18 

HJC.S 

+ Df- 

Amoy Props 

Bank East Asia .... 

675 

35.75 

-0-20 

Cathaar Pacific.... 

925 

-0.15 



China Ught 

34 JO 

+0.25 


3250 



14.40 



1780 


Dairy Farm Inti ... 

1240 

-0.10 


3 JO 

+0LO2 

Great Eagle 

3J7 




HSBC 

59 JO 

-0.50 

Hang Lung Dev .... 

9.40tr 

-0.05 

Hang Seng Bank .. 

57.50 

7 50 

+0J0 

+035 

Henderson In* 

3.4B 

-0.02 

Henderson Land . . 

15 JO 

-0.10 

HK & QilteaSas 

15.70 


/K&Sw0afHsU-. 

6 JO 

+0-25 

HK Aircraft 

21.40 

16.10 

13 

-0 JO 

HK Land 


HKtaltyATrA 

10J0 



10.20 


Hopewell HMgs ... 

4.7B 

+0.00 





13 JO 

40.10 


6.95 

40.20 


46.75 

+OJO 

Jardine Strategy 

22 

-0.40 


92S 

+0.05 


7.90 

-035 

New World Dev ... 

17 JO 

-030 

Realty Dev A 

SHK Props 

17.70 
28. BO 

+0.20 

+0.10 


6 JO 

+0.10 

Shell Elec Mfg ... 

L95 

+0.02 


8.40 

+0.10 

5th CMre MnPmt __ 

4.10 

+0.07 

sm nm Kai Co ... 

3.45 

+0.05 




Swire Pacific B .. 

5.05 

-0.10 


13 JO 

-0.20 

Wharf Holdings.. 

17.10 

+0.10 


B.10 

-0 05 

Wlnsorhid 

13.30 

+o'io 

World Inti 

7.45b! 

j MALAYSIA I 

Jimmy lfl 

MYR 

+ ar- 


250 

4005 

-0.05 

Hong Leoog Credit - 
Malayan Banking 

BJO 

8.90 

Malayan Utd Ind .. 



1.83 

40.23 

Public Bank 

1.50 



4.74 

40.06 




i SINGAPORE 1 

Jamary 18 

SS 

+ or- 

Cold Storage - 

297 

+0.06 

DBS...- 

U-70 



1L30 



8.90 

40.20 


2J9 

40.02 


605 


KSS? 0 ” 

6J0 

11.60 

-o'.io 

OUB 

480 

40.06 

S’ pore Air Free .... 

8.80 

-0.03 


1030 

40.10 


3.02 

40.06 


3.12 

M11 







Pnoe data aupp/totf by TtMam. 

NOTES - Prices on this page are as 
OMUd on the hidMtau enhanges 

an d are mostly last traded price, iu) 

unavailable g Dealings smpwiIhl xd 

Ex dividend, xc Ex scrip Issue, vr Ex 

rights, xa Ea all. 


1 


Sahn Block 


Wgh LowCtoM Chng 


TORONTO 
3 pm January 18 
Ouoiauom in canta+uUOM miKM 5 


85+00 AbdbtPi x 
7500 AflnlcoEa 
30500 Air Cos 
3900 Albna En 
800 AIDNtGu 
*500 Afaui Al 
108700 Am Barr 
>2000 Areo Cl i 


S14<4 d14ti Ml# ->u 
5S>« OS's 5>t 
3S3 UZ42 M3 +21 
Sia^disV i5V 
SISV dl5 15 -v 
S22 V 22V 22V +V 
S6J5V 035 35>a -V 
siav i2V i2V +V 


151200 
179700 
5800 
31+500 
6+300 
28 IDO 
76700 
263100 
18100 
34700 
WOO 
54700 
19100 
1300 
■too 


Bk Moror'l 
Bk Nova Sc 
BC Sugar A 
BCE Inc 
Bel moral 
BOR A 
Bm'dtvB i 
Bov Vaney 
BP Canaan 
Brents lea 
B'aaean A 
Breakwater 
BC Tel 
Bronoor 
Brunowtcli 


228700 CAE Ind 
70300 Cera Nor 
IQOO Camondoe 
3200 Cameco 
300 Cbett Res 
331100 Can bn pm 
3800 Can Occbi 
171700 Can Pac 
300 Can Tire 
I <400 CanTlre A 
27sno Can INI A 
MOO Can UiU B 
200 CanGenlnv 
43000 Cnnomax 
100 Cantor 
18000 CnPcForasi 
2900 Care Op 
1100 ravenrtfffl 
1100 CalaiMsa 
■5200 Cntrt Cep 
171BOO Ctmpk Odn 
4300 Crarf Fd A 
6200 Comlnco 
152900 Copulaiog 


S43V 4$ 

S22V 22V 
ss dav 
5+2 V 42V 
13 11 

S5V 45V 
512V 1<% 

1*510 01* 

515 14% 
43 41 

312V 12V 
2S <124 
S10V d19V 
319V 19V 

sav «V 

*6V s 
siov <noV 

513V 13V 
S17V U17>* 
38 d35 

52SV dMV 
523 V d23 
S16V (8>i 

u!l8 18 

515V 15V 
S20V 20V 
£»V 20V 
528 26 

29 25 

827 27 

821 V 21), 
440 4435 
»v dSV 
ut+oV +oV 
3 3 

1B4 170 

4+5 445 

S17V J17V 

u51 50 


4SV +V 
22V -V 

9 -V 
42V -V 

11 -2 

SV +V 

12 -V 

10 +v 
IS 

43 +9 

12V -V 

24 

19V -V 

10V +v 

BV 
5 V 

10V -*4 
13V -V 
17V 

36 -4 

25 -V 
23 -V 

16V -V 
IB 

15V -V 
ZOV -V 
21 
29 
29 
27 
21V 
440 

8V +V 
40V ♦V 
3 
190 
445 

17V -V 
51 


SUM Stock 

•■gh 

Low Clean Chng 

Bates Such 

High 

Low Close Chng 

132800 Corel Sys 

siav 

17% 

18V 

+V 






9700 Covcenbev 

131 

131 

131 









HMD 

2+7 

-« 

200 Lablaw 

318% 

18V 

18% 

♦V 

500 Denison A 

UU 

38 

36 


20200 MacftenDe 

$5% 


5V 

_1, 


SIOV 






17V 

17 % 


169900 OamtonTin 

58V 

BV 

BV 

+v 

97300 Uaqna inIA 

uS40 

38% 

40 

+iv 


uSSV 

SV 

sv 



$13 V 

13V 

13% 



541 


41 


3200 Uarlt TST 

520 V 

20V 

mv 


29300 OundMEtaKA 

■1320 

315 

315 

-6 

2500 Mark Res 

500 

BOD 

500 



20600 EcMBqH 5&V 
2500 Emco Ltd uSSV 
31900 Empire a uSIOV 
1800 Eure Nev 515V 


5 V 5 V -V 
SV 6V 
toV iov +v 
15V 15V 


100200 FPI Ltd 


u345 340 345 


10100 FahnMhVnr 

MV 

8 

8% 

4+1 

5600 Finn Ing 

suV 

12% 

1!>J 


26600 FtlMara A 

SIOV 

iov 

10% 

-V 

100a Forov 

uS24% 

»v 

«v 


BOO Fmn Savin 

£18% 

18% 



2S00 FrartcaNev 

S2BV 

ZB 

20 >2 

+v 


334800 QaiocUc 

a 

8 

8% 

SCO Gands A 

*17% 

17% 

17% 

18300 Giarais Gid 

S6V 

5 

S 

11500 GoldnSiar 

S7% 

7% 

7% 

9000 Oranoea 

185 

0180 

185 

■ 0200 OIWUtoCO 

$14% dMV 

14% 

132900 GufCdaR 

310 

205 

296 

900 QW unis 

S5V 

«*v 

5V 

500 HorrisSr A 

500 

dSOO 

500 


100 Hanker SM S20V 20V 20V 
32300 Hess ind 88V OT\ 7% 
10000 Hernia Gad 57 dBV 7 
4300 Hoi Unger 510V 10 IOV 

1000 Hama OU $14 V dl+V 14V 
17400 Horsham SID' 

200 HuWBsyM&S 55V 5k 


+5 

-15 


+v 


*8 


1100 HudaansSay S29V 29V 29V ~V 


48100 Imaeco 
<3000 Imp Oil 
107800 Inca 
5200 IntMurmT 
25000 imprvPIpe 
3700 bn«3I Grp 
3200 ivacp A 


S40Vd39V 39V 
S41V *i 41V 
S27V 27V 27V 
S9V BV 9 
SZ2V 22V 22V 
G27V 27V 27V 
200 d195 IBS 


:ir 

=5 


33600 Jnnnock S1+V 14 14 

500 KerrArHIa C15V dlSV 15V 


13100 La baU 
15800 Lac Mlnra 
100 Later ga 
15800 LauPaw A 
410000 Laidiaw s 
500 Lanrem Bk 


fV 27V 27V 
SV dSV SV 


3271 
SS’ 

519 dl9 19 
511V ltV 11V 
SIlV 11 V 1>V 
819V dIBV 19V 


-V 


1600 

10100 

400 

43000 

15900 

182500 

3000 

14000 

2800 

19000 

129800 

200 

10600 

179900 

5300 

HD40M 

9400 

2900 

4300 

2800 

138500 

19600 

BOO 

6000 

16 00 0 

469700 

14800 

125+00 

1000 

113900 

288100 

800 

am 

219400 

47000 

70000 

650200 

200 

293100 

87200 

73700 


MD9WIB SUV 16 V 
MalaU Min 512V d12V 
M Innova S15V 016 V 


Mitel Carp 
Mohum A 
Moore Cap 
Miucocho 

Hal Bk Cm 
Noras mu A 
HorandaFor 
Noranda 
NorenB 12 
NoicnMVIa 
Nth Tele 
Northgata 
Nova Corp 
nareee HSv 
Numac OU 

One* Carp 
Oshewa A 
PWA Corp 
Pagurian a 
P ancdn Pel 

PbDUub 

Pioneer Ml 


235 223 

S»V 28V 
S21 V 21V 

7 05 


IfiV +V 
12V -V 
18V 

230 +10 

28V -V 
2iV -V 

7 +2 


Rooo Pet 

Power Corp 
Power Fin 
Quebecer A 

Ranger OU 

Royrock 

Reed Sian 

RenwiSi 

Ren’ssaoce 

Re pap Eiu 

Rio AJgom 

RogereCod 

Rottwnana 

RoyalBfeCan 

RylOaxlN 

RytTruHco 


S7V 7V 7V 
485 d485 485 S 

a 7 V 8 
317V 17 V 17V +V 
■024V 024V 24V 
316V IOV 16 V +V 
$54 V 53 53V -I 
kiBS 66 AS 
3a ^ dS% BV -V 
ustov iov IOV +V 
usav 8 e +V 

S7V d7V 7 V 
S21V d2lV 21 V 4^ 
68 82 63 

282 258 ZBO -2 

uS34V 34 34% +V 
3i6V di0V 18V 
1$ 18 IS 

I14V 14 V 14V -V 
485 +80 480 +5 

S16V ISV 16V -V 
S20V d20V ZOV 

Slav MV tav 


S8V BV 6V +% 
Siov io V iov 
$31 V 31V 33 

Slav 19V 90 

$19 18V 19 +V 

230 223 Z25 W 
517V 17V 17V +V 

uSi7 iav ibv -V 

SI01 101 101 

SSQd22V 29 V “V 
U1B5 187 190 +2 

31D 300 305 +5 


3900 SttflerCm A S8V d6V 5 V 
1B200 SceptreRo $5V 5V SV 



9V +V 

wv +V 

39V +V 
8 V +V 



51 BV diev 16V -V 
S1+V >4 V 14V +V 
512V 12 V 12 V 
II4V 14 V 14 V 
515V 15V 15V 
S22V 22 V 29 V +V 
59 V 9 9 

513 V 13V <3V 
$17 V d!6V 16 V — V 
US9V 9V 9V +V 

225 224 224 


100 UAP A 317 17 17 V 

WO UnhodCwp uK!?V 27 2.'V +V 
800 Uttfflomlnd uSICV IOV 10 V ~V 
700 Unhra 57V 7V 7% +V 

SV 


2200 Viceroy Rs 55V SV 

26100 Wcoaal E $17 ie7 a 

300 Vfestan Geo S34V cB+V 3+V 

BOO WlC B 316 IS 15 

I - No voting rights or ivslrictM voting lights 


MONTREAL 
3 pm January IB 


B8100 BjHiiOwB 1 

S12% 

11% 

12 

-% 

9000 Cam bier 

$10% 010% 

10% 

-V 

55000 Canlrap Bk 

S2SV 

024% 

M 

-V 

1000 CanMaicHil uS 13S d13% 

13% 


2800 Cascades 

*6% 

0% 

«V 

-V 

307D0 DomlnTal A 

59 

BV 

81* 


650300 UadeanHm 

512 

12 

12 

+% 

13600 NatBk Can 

S7% 

d7% 

7% 

-% 

200 OuebMP A 

118% 

18% 

18% 


183400 Teieoiobe 

$14% 

14% 

«% 


3500 Unhra 

S7% 

7 V 

7% 

+% 

10300 Videodan 

uSU% 

17% 

17% 

+% 


Total Sales 12.649.+00 sham 


INDICES 


Jan 


DOW JONES Jan 

Jan 

Jan 

Jan , 

I 1992/93 

1 Since compilation 


IS 

14 

13 

12 

HIGH 

LOW 

HIGH 

LOW 

Industrial! 

3271 12 3267-88 3263 56 326464 

3413.21 

3136.SB 

341321 

4122 

Home Bcnb 

104.01 

10367 

10355 

1Q3J3 1 

(1/6/92) 
104 01 

(9/10/92) 

98.41 

w 

(2/7/32) 

54.99 

Transport 

1506.21 149634 1466 93 148224 

05/1/931 

150621 

OOpffD 

1204.40 

w 

0/10/81) 

1232 

UU title 

222 40 

221 J3 

220.77 

218391 

r 

w 

mr 

w 





I 

0/2/92) 

Wfi2> 

B/If 9® 

0/4/32) 



DJ Ind. 

Day's HMl 3300.03 (3297.06) Los 3238.70 0230871 (TlKVtllcrig} 
IWs HHpi 3205.17 (3278.96) Low 325816 (3251.13) UcUaJfJ 

STANDARD AND POOR'S 






CUIIIMBUt 

457.15 

435.94 

433.03 

43104 

44L2B 

08/12/92) 

394 JO 
(8/4/92) 

44128 

(18/12/92) 

4.40 

(1/6/32) 


50692 

505.78 

50284 

501.13 

515.75 

470.91 

51575 

3i2 

Financial 

4131 

41.16 

4039 

40 JO 

08/12/921 

4151 

w 

OR/12/92 (2U6/32 






(15/1/93) 

IB/4/92) 

05/1/93) 

(1/10/74) 

NYSE Cmposlte 

240.47 

239.60 

238 32 

237.3) 

242.00 

217.92 

242.08 

4.46 





08/12/92) 

(8/4/92) 

08/12/92 

(S/4/42 

Ana UVL Value 

403.65 

40106 

39856 

396 41 

41899 

364 85 

418 99 

2931 






(12/2/92) 

(9/10/92) 

02/2/92) 

19/12/72 

NASDAQ Composite 

69715 

695.70 

686.78 

679.45 

697.15 

547.84 

69715 

54 87 






(15/1/93) 

(26/6/92) 

05/1/93) 

□1/10/72 



Jan IS 

Jan B Dec 31 year ago (approx.) 

Dow Industrial Dlv Yield 

3.17 

3J9 3.14 

2J3 


AUSTRALIA 
All QrdMrie djllBN 
All Wring U/1/8DI 


15288 

5913 


15243 15074 

9H2 592.7 


1495 0 
564 7 


AUSTRIA 

btM Aktki (30/12/841 
Traled ltda C/lflD 


30110 100JS 300 26 30LQ3 
719DB 7128b 71224 71157 


BEionni 

BELUd/lftU 


U40 59 1144 55 115 L 22 U49 03 


DENMARK 
DvaMte SC O/lflEB 


270 81 35284 203.73 2tab.ll 


FINLAND 

HEK Gcrenl 08B2JVB 


8880 


897.9 880 5 868J 


FRANCE 

CAC Geml cn/unu 
cat 40 ai/imn 


40055 

183754 


47797 

182708 


4735b 

180354 


47124 
1702 53 


1932/03 


WS4 50 Q2/5/9Zi 
72b 80 (3/7/92) 


458 57 (24/2/921 
1099.41(34/2/72) 


123540(2/6/92) 


3b5 29 (15/1/921 


935 90 124/2/421 


GERMANY 
FAZ Mitel 01/12/58) 
Cumrduik a/12/53) 
DAX 00/12187) 


61146 
1733 0 
157313 


6100 

1719J 

154455 


59892 
16943 
1523 74 


59969 
1698 7 
151650 


HONG KONG 
HngS* tat 01/7/64) 


5882.02 587180 589016 577B74 


IRELAND 
BEO Owrall (4/1/80 


1259.94 125B.6L 125512 125925 


Doc 16 your ago (approx.) 


S & P Industrial dir. ytrid 
SAP liril. P/E ratio 


239 

26.70 


256 

26.85 


238 

26.78 


278 

23.24 


ITALY 

Bin Con Hal. (1972) 
MBEenml (+/ 1/931 


484.93 

10720 


47$b2 

1058.0 


46818 

1034.0 


45805 
1014 0 


JAPAN 

NRU 06/5/49) 

Totyu 5E (TggoJ (4/1/6BJ 
2nd Stain (4/1/68) 


16617 24 
126787 
1682.69 


1651560 
126791 
1690 97 


16517.91 
1271.4b 
1695 34 


MALAYSIA 
ELSE Gnyaikf 14/4/86) 


62437 617 49 61981 614J8 


NETHERLANDS 
CSSTti.RUta&d 1983) 
CBS All Six tEad 19831 


290 7 
2010 


2973 

2002 


296.4 

1995 


295.1 

19S6 


NEW YORK ACTIVE STOCKS 


Friday 


Stocks Closing Change 
tradod price on day 


TRADING ACTIVITY 

t Volume 


NORWAY 

Odo SEIM (2/1/03) 


68504 68223 63192 68651 


Millions 


Tucson Bit 

1A 457.300 

2% 

+ 

% 

Gen Maura 

6.549.800 

34% 

♦ 

% 

Unisys Corp 

5.962.200 

12% 

+ 

% 

WsiEiee 

4.978.300 

13% 

- 

1 

Dtkwp 

4.664.800 

23 

+ 

% 

Merck 

4.(22.000 

41% 

- 

% 

IBM 

3J73.100 

«% 

- 

% 

AmT&T 

3J13.900 

53% 

+ 

% 

Glam 

3218000 

22V 

t 

% 

Coca Cola 

3.045.200 

43% 


... 



Jan IB 

Jan 14 

Jan 13 

Hew York SE 

247J50 

280.020 

248020 

Anei 

13733 

19138 

14 798 

NASDAQ 

250J48 

(■> 

244.701 

NYSE 

Issues Traded 

2,427 

2.402 

2.412 

Rues 

1,249 

Ufa 

1091 

Falls 

599 

674 

759 

Unchanged 

579 

542 

562 

NrwHfgta 

159 

126 

79 

NnrLows 

13 

19 

2B 


PHILIPPINES 

Mari fa Care 12/1/85) 


130665 131255' 132055 13207b 


SINGAPORE 

S£S AH-Sappcre A4/75I 


40155 401 28 79879 394 10 


SOUTH AFRICA 
JSE Grid 128/9/78) 

J5E btoteU) 128/9/78) 
SOUTH KOREA- 

faw am e« wi/801 


784 09 
457309 


7890 7920 7850 

45580 45t0 0 4550.0 


693 23 69329 69223 705 93 


SPAIN 

llaifrtd 5E <30/12/851 


23008 22869 22398 22006 


SWEDEN 

AftTOftifenta 0/2/371 


9270 9226 4305 


CANADA 

TORONTO 

Jan 

Jan 

Jan 

Jan 

1002703 


15 

14 

13 

12 HIGH 

LOW 

Metals 8 Minis 
Consofte 

276464 

3306-58 

274841 

330380 

2747 17 
3298.29 

280025 323887 (16/1/92) 252991 (1701/92) 
3314J4 366600 06/1/92) 3195.40 U4/W92J 

MONTREAL Portfolio 

J 746 -12 

174845 

1744.42 

i 

i 

i 

1 


SWITZERLAND 
Setts Bate laL 131/12/581 
SBC taaal U/4/B7) 


923.1 

6954 


9360 

6969 


9259 

697J 


9120 

6878 


TAIWAN— 

Wpgtaad Wa 00/6/66) 


335680 3314 83 329756 3227 93 


THAILAND 
Bwdak 5Et CW4/75I 


93799 943591 93821 930 27 


WORLD 

N8. Capital Ml .0/1/70)5 


4935’ 


492.2 4913 4886 


Base raluK of all Indices are 100 exupti NYSE All Common- SOSiandard and Poor's - 10: and 

Toronto Composite and Metals- 1000. Toronto Indices breed 1975 and Montreal Portfolio 4/1/ 

83. t Excluding bands.* industrial, plus Utilities, Financial and Transportation. (c> Closed. Cal 

Unavailable. 4 The DJ Indl. Index theoretical day's highs and lows are the averages of the highest 

and lowest prices reached during the day by each stock: whereas the actual day's highs and lows 

(suoplled by Telekure) represent the highest and lowest rallies that the Index has reached during the 

day. (The figures In brackets are pontons day's!. 


Em Tcn-MO Q6A/9D) 


85+37 879.35 87008 85273 


K5 93 02/5/92 
2077 49 Ql/5/93 


72526 (2b/ 5/921 
204380125/5/92) 
1811 57 (25/5/93 


6447 U (12/11/92 


146957(17/1/921 


55159(6/2/921 
1072.00 (1811/931 


238011816/1/92) 
176343 W1/9Z) 
2459 8516/1/92) 


1357 2011601/92) 
545 40 lib/11/92) 


29141 (13/8/921 
682 96 I13/B/92) 


1046 07 0/9/92) 


25042(28/10/92) 


541 00 (7/9/92) 


44170 0/10/92) 
161104 (5J10/9B 


56561 (17/10/92) 
1594 60 (12/18/92) 
1420 JO (6/10/92) 


430178(2/1/92) 


109488(19110/92) 


35493(16/9/92) 
99200 01(1/01 


66035 15/U/92) 


314.40(116/92 
21550 06/5(92 


772.74 118/5/92 


15M 95 >11(6/92 


416 94(21/1/92) 


132700(21/1/93 
4689 00 (4/6(92 


709 77 (9/1/931 


26651 08/2/92) 


1014 50 111/5/92) 


938 10 15/11931 
697 JO (14/1/93) 


53416300/1/92) 


963 D3 (5/11/92) 


5*110 0/1/92) 


97655125/5/92 


143094108/8/92 
U0150 08/3/92 
1502.77 09(8(92 


546 63 0411/92 


274 DO (3/1/92) 
18970(25/8/92 


53243(25(292 


1063 01 07/3)92) 


35141 (21(10/92 


7«6Mao/ll.«Ci 
3036 00 09(10/92) 


459.07 CUB/92) 


179 48(5/10/92 
63980 (5/10/92) 


7485018/1192 
596 40 (26/8/92 


3088.43 (4/1/93) 


64784 03/5/92 


467 50 (8/4/92 


77252 (5/10/92 


YSubJKt 


/ January 1 
10 otftcUl 


rtcakabUm. 1 Correction. 


1 £» fflUZ 

‘CakdateU S 15 00 GMT 


Base aluet of all Indices are 100 exam. Austria Traded. BE1Z0. HEX Gen. Ml a Gen CAC40 Eero Top- l(Xl WQ 
Owra/f and DAX- 1,000, JSE Gold -255.7, JSE 26 MwWa!i-264Jaiid Aasualia All (Mftwryjnd Mimng-500. 
(U Dosed, (u) UnHallaUe. 


TOKYO - Most ActKro Stocks 

Monday. 18 January, 1993 



Stocks 

Closing Chango 


Stocks 

Cloning Change 


Traded 

Prices 

on day 


Traded 


on day 

Nippon Steel . ... 

aan 

288 

t2 

Tiukamoto StujJI 

15m 

640 


Asahl Cham Ind . 

l.7m 

576 

0 

Croon Close 

1.4m 

1.190 



1 Tm 


+ 1 

lyo Bonk 

1 4m 



Sunuomo Cham . 

usm 

421 

+3 

Toe Non Corp _ 

l-?m 

607 

-7 

Akita Bank 

15m 

603 

+ 1 

NGK Spark Plug . 

IRm 

«59 

v 14 


SUBSCRIBE TO 
THE FT TODAY 


IN LATIN AMERICA CONTACT YOUR NEAREST AGENT 




Phone 

Fax 

Buenos Aires 

Publicaciones SA 

(1) 276661 

924 - 1572 

Bogota 

Interamerican Press 

(1) 256-6095 

236 - 9747 

Guatemala 

Publicaciones Internacionaies 

(2) 347007 

325427 

Guayaquil 

Durfar Ecuador 

(34) 325248 

321266 

La Pa z 

Durlar Bolivia 

(12) 366887 

390710 

Lima 

Duriar SRL 

(14) 758025 

759589 

Managua 

Publiserisa 

(52) 660-550 

663985 

Mexico D.F. 

S.E.M. 

(5) 207-8100 

208 - 3979 

Panama 

Miami Express 

(7) 26-2886 

26 - 7512 

Quito 

Durlar Ecuador 

(32) 565016 


Rio de Janeiro 

Synchro 

(21)290-6747 

290 - 6111 

San Jose 

Agencia de Publicaciones 

(6) 59-5555 

59-9491 

Sao Paulo 

Synchro 

(11) 579-6482 

578-9754 

Santiago 

Durlar Chile Ltda 

(2) 632-3037 

632-4965 


FINANCIAL TIMES 

LONDON earns ***N«rir»r eriw to** rOKro 




w 


FINANCIAL TIMES TUESDAY JANUARY .9 .9M 


3:15 pm January 18 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


_ 1992-93 

HU) Low Stack 

12$ 1 1 *2 AAfi carp 

20% 25 4 L LM A 

M 57% AMP Inc 
70V B6$ AMfl 
7 1% ARX 
31 >2 30 ASA 


Qr’gi 

C l w Prov. 


rws. w sit 

Dhr. % E 100a HU 
OX 4022 108 ul2$ 11$ 12% 

0 19 0 7199 126 25$ 25 V 25*2 

1 52 2.8 22 ill »% 59 V 59% 

M2S44 68$ 87% 60$ +1% 

12 3 iO 1% 1% 

2 40 6.8 20 148 30% 30% 30% 


+% 


30% 27% Atuuo Ub * 0.60 12 19H4K 28% 27% 27% -! 


>1% 11% AtaUn Pr > 050 *A 
11 10% ACM Gvt In 0 36 33 
9% 9% ACM GvGbo 1 21 13J 
9 aVACUGtlSp 085 94 
10% 1QI 2 ACU(MS4 101 9.4 
10% 9% ACM Man 118 11.7 
9 8% ACM kbnasa 0 78 88 
8% 0$ AcmaCteva 0 40 4B IS 
8% 6% Acma Bad 175 


? 11 % 11 % 
389 UII 10% 
' IS 0% d9% 
138 u9% B% 
412 u 10% 

170 u 10% 

175 u9 

23 <«% 

99 u8% 


18 13% Aannn 111393 14% 

20% 19% Mam Expf 162 &0 1 72u20% 
49% 46% M Micro 3.00 62 207 48% 

20% 17% Ad UX3Q P 3 0015 1 73646 20 

6% S% Aovm Grp 0 16 26 12 ITS 6% 
43% 41 % Aegon AUK I 35 3 1 8 37 i>43% 


+% 


+% 


49 45% Aetna U 
14% 11% AHJI A 
35% 33% Aflac 
19% 17% Ahnutnaan 
7% 5% Ailoan Inc 


+% 


+$ 


+% 


+% 


17 

14% 14% 
24% 24% 
22 22 % 
48% 49% 
17% 17% 
38% 38% 
21% 22 
25% 2S% 
38% 38% 
48 48 

31 31 


+% 


M% 

10 % 

9% 

6 

10 % 10 % 

10 10 % 

8% B% 

8 % 8 % 

8% B% 

14 14% 

20 20 % 

48% 48% 

19% 19% 

6*1 8% 

43% *3% 

278 55 142500 uSO 48% 50 44% 

024 1 8 17 484 13% 12% 13 

044 1 3 18 621 35 34 % 34% 

088 4.5 93594 u19% 19 19% 

10 112 6% 8 6% 

48 45% Air Pr Ckm 088 1 9 181154 46 % 46% 46% 

21% 18% Airbus Frf 0 30 1 4118 282 21% 20% 21V 

21 % 20% Alrgaa toe 31 143 20% 620% 20% 

11 10%Alrtaata 18014 5 6 59 uil 10% II 

102% 101 AlaPwB 16 516&0 2u 102% 102% 102% 

104 103 Alab 828C 828 80 Z100 103 <1103 103% 

II 10% AlaPwDpPf 097 8 I H> 10% 10% 10% 

18 16% Alaska Air 020 1 2 5 93 17% 

15% 14 % Albany Ini 035 2 4 61 242 14% 

25% 23% AlCulvr B 0 24 1 0 17 173 24% 

23% 21 % AlCulvr A 024 1 1 192362 22% 

51 % 48% Albertsons 0 84 1 3 26 M2 50% 

18% 16% Alcan Alum OK 17 382483 17% 

39% 35% Alee Stand 0 96 2 S 17 205 38% 

22% 19% AlerBrovm 0 50 23 6 372 22% 

76% 34% Alan Ala* 100 3 9 911045 25% 

38 35 Allegh Lud 0 68 24 22 701 37% 

48% 46% All-jgh Pow 3 24 68 13 263u48% 

J129%AAmOo ITS 58 3 uSI 

27 % 26% Allen Con 024 0 9 17 81 27 26% 27 

26% 23 Allergan 040 l£ 161568 24% 24% 24% 

38% 3J% Ailnce Cep 251 7.1 13 270 38% 35% 35% 

9% 9% Ailnce Gl OtB 18 144 9% 

18 16% AM Irian 095 5.4 92100 17% 

60% 57% AUd Slg 1.00 17 153389 59% 

II 10% AbtMunTr < 0 76 7J 116 10% 

B% 7% AbdncQp x 0 63 7 6 329 u8% 

3% 6% AhWnlnc i 0.72 7.9 47 u9$ 

060 6.2 72 u9% 

160 3 4 19 405 48% 47% 47% 

223599 7 % 7% 7% 

160 2 3290 676 69% 69% 

785016 48 44% 

1 45 132 674 u 1 1 % dll 

022 28 17 2 7% 7% 

040 24 241938 16% 16% 

8 d7% 

% d A 


-% 


+% 


+% 


9% 9% AJaiMntnc 
50% 45 V AAlel Crp 
7% 6% ADwasie 
74 86% Alcoa 
47% 42AIU Cp A 
1 1 % 1 1 % AmQovInC 
8 7% Am Precis 
17% 16% Amu 
9% 8 Amen Gold 008 1 0 34 95 

12 A Ambzse Cp 01773 


9% 

17% 

56% 

10 % 

8 % 

9% 

9% 


9% 

17% 

59 +1 

10 % 

8 % 

8*6 

9% 


+H 


♦% 


69% 

45% 


4J« 


7% 

16% 

8 

A 

17% 


25% 24% hm Emit 
57% 55 Am Gem Co 

9 8% Am Govi In 
21% 19% Am Klt> Pr 


55% 96 

33 33% 
25% 25% 
56% 56% 
8% 9 

22% 22% 


2% 2% Am Hotels 
117% 112% Am Int Gr 
11 A Am Intrat 
1% 1 Am Inti Pf 

11% 11% Am One Inc 


15$ Amcurt Ind Q4B 2.8 10 61 17% 

48% 43% Amerada Hs 0 60 1 4 581438 44% 44% 44% 

10% 10% Am Ad{ H 008 64 317u10$d10% 10% 

30% 27% Am Garrick 0.13 05 281960 27% d27% 27% 

40% 36% Am Brands 197 5 4 81407 36%d36% 36% 

20% 18% AmauAIUi 050 28 12 423 18% dT8% 18% 

28% 27%AmQusPid 0 70 2.5 14 72 28% 28 28% 

7% 7% An Cm Inc i 0 77 98 139 uB 7% 7% 

21 20 Am Cop Bd 0 16 08 26 78 20% 20% 20% 

20% 20% AmC®CVi I 16 56 0 19 20% 20% 20% 

58% 55% Am CytaOlM 1.65 19 131675 56% 

33% 32 Am El ftoer 2 40 7.2 14 639 33% 

100 3 9 23101 25% 

208 3 7 11 555 u57% 

094104 83 u9 

204 12.6 57 893 u22% 

30 26% Am HerHge 0.84 23 14 4 29% 29% 29% 

68 63% Am Hama lb 284 4 3 133581 66% 68% 68% 

0 7S3S3 7 B u2% d2% 2% 

056 06 15 916 116% 116% 115% 

01289 u U d,» )] 

200IA5 15 u1% 1% 1% 

18016 0 341 11% 11% 11% 

36% 37% Am Preedt 0.60 15 S 585u39% 36% 39% 
8% 7% Am Heal Ea 100 114 8 168 u8$ 8% 8% 

2 I % Am Slap Bd 1 61 u2 dl% 2 

44% 40% Am Stars* 080 18 17 245 44% 44 44% 

54 50% AT«T 7.32 2 4 209702 u54 53 % 54 

20 19% Am Wan 5% 1 25 65 2 19% d16% 19% 

27% 25% Am Wd < I 00 3 9 12 128 25% d25% 25% 
74% 70% Amentedl 366 5 0 161701 73% 73% 73% 
35 33% Arneron Inc (26 3 7 17 8 34% 34% 34% 

17% 16% Amoink Me 068 40 16 2B4 u!7% 17 17 

50% 48% Amoco 220 4 5 573701 49% 48% 46% 
9% 8% ArnocoPm < 020 2.3 29 15 8% 8% 8% 

7% 6% Amre Inc 0.12 1 7 32 SB 7% 7% 7% 

1 16 38 12 74 30% 30% 30% 

10 706 1*4% 4% 4% 

0J0 1.1 63 229 27% 27 27% 

541072 16% 18% 16% 
092 36 13 426 i£6 25% 25$ 

128 22 161019 59% 59% 50% 
27% 26% ANR PpePJ 266 98 2 28% 28% 27% 

46% 38 % Andiem 19 707 48% 46 48% 

13 12% Anthony In 0 44 3516 8 12% 12*2 >2% 

53% 50% Aon Corp 1 58 32 13 727 62 51% 51% 

18% 17% Apoctie Crp 026 (£16 310 18% 16% 16% 
10% 9% Apo Mun F 089 86 220**10$ 

8% 8% A PH 110 737 u8% 

101 100 AppolPwPf 8 12 80 13 ulOl 

12% IQAppId Mag 531 623 12% 

17% IS%ApplPvrA 0 12 0 7 21 3 16% 

28% 26% ArcherQan 0 10 0 4 1653 10 28% 

43% 40 Arcs Chaml 250 81 16 23 

6% 7% ArMa 0 28 3.71272363 


+$ 


+% 


*% 


12% 20% Amooutti 
4% 4% Airaeotnp 
29% 75% Anodarko 
17% 15% Analog Oev 
20 24 % An pel lea 
60% 57% AnrraiBseft 


+% 


10 % 

7% 
dioa 
n% 

16% 

28 28% 
41 40% 40% 
7% d7% 7% 


10 % 

7% 

101 

11% 

18% 


15% 14 Asia Poe F 


37% 36% Arkta PI 300 6 1 3u37% 37% 37% 

43% 42% Arnica 4 5P 45010.5 2 42% 42% 42% 

«% BArmcolne I 581 6% 6% 8% 
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AMERICA 


Dow steady 
amid worries 
on Iraq raid 


German rate cut hopes move Frankfurt, Zurich 

R»nb Anvn SFr4 to breaching the BFrl;S0O resii 


Wall Street 

IN spite of the Gulf crisis, US 
share prices were mostly 
unchanged yesterday in trad- 
ing that was quieter than usual 
because of the Martin Luther 
King Day holiday, writes Pat- 
rick Harverson in New York 

At 1pm, the Dow Jones 
Industrial Average was up 0.54 
at 34271.66. The more broadly 
based Standard & Poor's 500 
was down 0.71 at 436.44, while 
the Amex composite was up 
0423 at 403.88, and the Nasdaq 
composite 1.08 lower at 696426. 
Trading volume on the NYSE 
was 115m shares by 1 pm. 

The market opened in a cau- 
tious mood with investors and 
dealers unsettled by the latest 
attack by US and allied forces 
on strategic military targets in 

SAO PAULO'S Bovespa index 
was down 4.1 per cent in light 
trading in the early afternoon, 
quoted 3,721 lower at 85,276 at 
1400 local time, as most partic- 
ipants waited for fresh news. 
Brokers said that investors 
were anxious over the Brazil- 
ian senate’s vote today on a 
long-delayed port bilL which 
will propose the privatisation 
of services and deregulation of 
the labour market 

Iraq. The renewal of hostilities 
has upset the market, which 
had thought that late January 
would be a period for concen- 
trating on fourth quarter cor- 
porate results and a relatively 
smooth handover of power 
between the outgoing Republi- 
can and incoming Democratic 
administrations. 

Among individual stocks, 
BankAmerica jumped SI 7 /, to 
849 V, on reports that the West 
Coast banking group was close 
to selling as much as S2bn in 
bad real estate loans and prop- 
erties to Morgan Stanley 
Realty Fund. 

The news, which was 
regarded as an indication that 
the depressed US property 
market may be turning 


around, helped other banks 
with big property exposures, 
including Citicorp, up at 
$23 '4 and Chase Manhattan, 
$% firmer at 529%. 

Tucson Electric Power was 
the day’s most active stock, ris- 
ing S'A to 52% in volume of 
2.6m shares as investors con- 
tinued to be encouraged by last 
week's completion of a 
restructuring plan. 

Some leading technology 
stocks ran into profit- taking 
after last week's big gains. 
Hewlett-Packard dropped 51% 
to 871%, Texas Instruments fell 
5% to 554 V*. and Motorola gave 
up 81 at $120%. 

Boeing rose ?% to 537% in 
volume of almost 'Am shares 
on the news that it had won a 
$525 m contract to supply 12 
new 737 jets to Royal Air 
Maroc, a Moroccan carrier. 

On the Nasdaq market, Cen- 
tocor plummeted $10% to 56% 
in volume of 10m shares on the 
news that clinical trials and 
European sales of the compa- 
ny's lead product, Centoxln, 
had been suspended after an 
unusually high number of 
patients died while taking part 
in research on the drug. 

Canada 

TORONTO slipped marginally 
at midday with the TSE-300 
index falling 9.9 to 3,296 in 
light volume of 15.3m shares 
valued at C$134m. Advances 
led declines by 217 to 203 with 
255 unchanged. TransCanada, 
downgraded to a hold from a 
buy by Nesbitt Thomson, 
slipped CS'4 to C$16V«. 


SOUTH AFRICA 

INDUSTRIAL shares were gen- 
erally firmer in low volume 
and the Index closed 15 higher 
at 4,573. The overall index 
rose 3 to 3,418, while golds 
slipped 5 to 784 on a weaker 
b ulli on price. Barlow Rand 
lost 25 cents to R46 after 
warning that first-quarter 
earnings might be below the 
equivalent 1992 period. 


BOURSES had another run 
yesterday at the frequently 
explored prospect of a German 
Interest rate cut, Frankfurt ris- 
ing and Zurich subsiding in 
consequence, writes Our Mar- 
kets St aff. 

FRANKFURT saw its highest 
close for nearly four months, 
the DAX index ending 2888, or 
1.85 per cent higher at 1,573.13, 
its best since September 21. 
Turnover climbed from 
DM542bn to DM642bn. 

Technical and fundamental 
reasons were put forward for 
the rise, in addition to the ini- 
tiative by traders who saw the 
possibility of a short term gain 
on the market, both on the 
interest rate theme and after 
the improvement in sentiment 
delivered by Siemens's better 
than expected figures last 
Thursday. 

Traders said that there was 
short-covering after Friday's 
stock options expirations and 
Allianz, frequently volatile in 
this connection, put on DM63 
to DM2,057. Buying was also 
encouraged by the convincing 
DAX break through 1,50) and 
some Illiquid stocks - notably 

ASIA PACIFIC 


the construction group, Hoch- 
tief, up DM55 to DM978 - exag- 
gerated the underlying 
strength of demand. 

Among stocks which 
appeared on various brokers 1 
buy lists last Friday, Daimler 
ended DM13.50 higher at 
DM564.00, BMW and Volks- 
wagen keeping it company 
with gains of DM10 and 
DM7.50, to DM499 and DM276 
respectively. In chemicals. 
Hoechst extended its recent 
return to relative strength with 
a rise of DM8.40 to DM25530. 

PARIS started the week 
strongly with activity noted in 
the finance and construction 
sectors. The CAC-40 index 
closed 10.46 ahead at 133734 in 
turnover of some FFi23bn. 

Among the flnandals , Suez 
gained FFr9.20 to FFr278.30, 
Paribas put on FFr4.30 to 
FFr394.80 and Societe G£n6rale 
Improved FFrl to FFr603 as 
investors continued to look for- 
ward to lower interest rates. 

Building stocks were also 
busy on expectations that 
infrastructure spending would 
be increased this year, a view 
partly borne out by news that 
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the government planned to set The publishing sertor built 
aside FFrU.5bn for motorway on last week’s 
construction in 1993. Bouygues, ters 

which stands to benefit, ahead at FI 86.60 and Elsevier 
advanced FFr13 to FFr589. up FI LOO at J lJUA ^Ammg 

Alcatel rose FFr6 to FFr657 financials. ABN Amro and INC 
on news that it had won two both gained 40 cents to FI 52.70 
contracts totalling FFrTOOm for and FI 57.60 respectively, 
telecommunications in Thai- ZURICH succumbed to profit 
land and Pakistan. taking in blue chips which left 

AMSTERDAM featured Daf the SMI index down 16.4 at 
which fell 15 per cent on week- 2,084.6 witn almost half the 
end reports in the local press decline coming in the final 15 
which again highlighted the minutes of trading, 
company's financial difficul- The consolidation also 
ties. The group's shares closed reflects shifts in investment 
FI 135 lower at FI 7.05 but off into other European bourses, 
the day’s low of FI 630. The particularly Germany. foUow- 
CBS Tendencv index closed 0.7 ing the Swiss rally which 
higher at 98.4, helped by a began in early December, 
strong bond market Bank stocks slipped with 


Union Bank down SFr4 to 
$Fr8S5 and SBC easing SFr€ to 
SFr313. Concern that Nestle 
may soon announce a rights 
issue contributed to a SFr20 
decline to SFrl.070. 

MILAN turned in another 
strong performance on the first 
day of the new trading account 
with investors encouraged by 
the approval for a referendum 
on constitutional reform and 
further consideration of the 
new fiscal incentives for the 
stock market. 

The Comit Index rose 631 to 
48433 in hefty turnover which 
proved too much for the tele- 
matic continuous trading 
board, which ceased to operate 
an hour before the official 
close. 

Industrials led the advance 
with Flat up by L151 to L4390 
before a further rally to L4.460 
in after-hours trading. 

Telecommunications were 
also firm with Stet adding to 
Friday’s advance. The shares 
rose by L8 to L2.028, and L2.120 
in a fter-hou rs trading. 

BRUSSELS saw volatile trad- 
ing in Arbed which rose to the 
day's high of BFr2.140 after 


breaching the BFrl;90Q resis- 
tance level before closing up 
B Fr 135 at BFrI,9SS. The Bet-20 
index lost 3J96 to l,14039 Jn 
turnover of BFrl2bh. 

COPENHAGEN welcomed 
reports that a new government 
would be formed soon and the 
KFX index rose 336 or 43 per 
cent to 79.63 in turnover of 

DKr359m- 

STOCKHOLH saw strong 
activity in the hanking sector 
help lift the Afiaisvirldea Gen- 
eral index by 63 to 9333 'in 
turnover of SKr678m. 

Among the banks, Haadeds- 
b an ken's A shares gained 
SKr&50 to SKT43.50. OSLO also 
finned slightly on stronger ail 
prices and the composite index 
finis hed 1.49 higher at 38632 in 
turnover of NKrl52.6m. 

VIENNA improved with the 
ATX index closing 7.02 higher 
at 71938. Leykam, the paper 
man ufacturer, rose Sch9 to 
Sch23l on news late last week 
that it had established a joint 
venture in the Czech republic. 

ISTANBUL declined in late 
trading and the 75-market 
index closed 68.67 lower, at 
4,017.16. 


Nikkei improves in wake of government bonds rally 


Tokyo 

A RALLY in government 
bonds boosted the stock 
futures market, and share 
prices closed higher with the 
support of arbitrage buying, 
writes Emiko Terazono in 
Tokyo. 

The Nikkei average ended 
101.64 up at 16,61734 on index- 
linked buying. Purchases by 
public funds supported the 
index in early trading; it fell 
later to a day's low of 16,50236 
on selling by investment 
trusts, but registered a high of 
16,62536 just before the close. 

Volume decreased to 140m 
shares from Thursday's 170m. 
Traders said investors 
remained on the sidelines after 
Friday's national holiday. In 
spite of the rise in the Nikkei, 
other indicators reflected 
underlying weakness. Declines 
outnumbered advances by 486 
to 379. with 218 issues 


unchanged, and the Topix 
index of all first section stocks 
edged down 0.84 to 1,267.07. In 
London, the ISE/Nikkei 50 
index was off 0.11 at 1,03235. 

Reports of the US missile 
attack on Iraq had little impact 
on the Tokyo market. “Japa- 
nese shares will not be affected 
unless there is drastic reaction 
on other overseas markets,” 
commented an analyst at 
NIkko Securities. 

Arbitrageurs sought shares 
as the futures market was 
buoyed by hopes of lower inter- 
est rates. Yields on the No 145 
10-year government bond fell 
below 4.4 per cent for the first 
time since April 1988, as bond 
market participants were 
encouraged by the Ministry of 
Finance's outright purchase of 
bonds. 

Large-capital shares were 
actively traded by institutional 
investors, who cross-traded 
holdings to realise profits. Nip- 
pon Steel, the most active issue 


of the day, firmed Y2 to Y2S8, 
while Mitsubishi Heavy gained 
Yl at Y515- 

Video game makers fell on 
concern over allegations that 
video games had caused epilep- 
tic seizures among children. 
Sega Enterprises declined for 
the fourth consecutive day, 
ending Y60 lower at Y9.890, 
while Nintendo shed Y1Q0 to 
Y10.400 on the Osaka stock 
exchange. 

Electronics issues were 
mixed, with Sony up Y70 to 
Y4.130 and Matsushita Electric 
Industrial ahead Y10 at YL110 
on hopes regarding the expec- 
ted economic recovery in the 
US. Toshiba slipped Y7 to Y607, 
weighed down by profit-taking. 

Sumitomo Electric Industries 
put on Y3 at YS08 on 
short-term buying by individu- 
als on reports that the compa- 
ny's joint venture had devel- 
oped a substance to reproduce 
hair roots. 

In Osaka, the OSE average 


edged forward 032 to 18,05238 

in volume of 53m shares. 

Roundup 

PACIFIC RIM markets were 
mostly firmer yesterday. 

HONG KONG saw late buy- 
ing of blue chips by overseas 
institutions which helped to 
reverse an early decline. The 
Hang Seng index ended 1032 
higher at 5382.02. 

Turnover fell to HK$2.44bn 
from Friday's HK$3.06bn. with 
investors restrained by con- 
tinuing uncertainties about the 
Sino-British dispute over Gov- 
ernor Chris Patten's demo- 
cratic reform package and US 
president-elect Bill Clinton's 

fThina policy. 

Demand from Chinese com- 
panies took Sun Hung Kai 
Properties 10 cents ahead to 
HKS2830 and Jardine Mathe- 
son moved 50 cents higher to 
HKS46.75. 

AUSTRALIA saw a modicum 


of overseas interest and the All 
Ordinaries index appreciated 
4.4 to 1,528.8 in turnover of 
AS276.72m. 

A 16 cent rise to AS 13 -28 by 
BHP was attributed to reassur- 
ing comments from the Papua 
New Guinea government about 
the future of the Kutubu oil 
field, in which BHP has a 9.6 
per cent stake. 

SINGAPORE held mostly 
steady, but Malaysian stocks 
traded over the counter saw 
choppy early trade after 
reports that Malaysia's heredi- 
tary rulers had rejected pro- 
posed amendments to take 
away their immunity from the 
law. Later it emerged that a 
compromise was likely to be 
reached. The Straits Times 
Industrial index gained 4.6 at 
1,577 in turnover of 88.8ms 
shares. 

KUALA LUMPUR moved 
erratically before closing on a 
higher note which saw the 
composite index up by 638 at 


62437. Multi-Purpose Holdings 
advanced 23 cents to MS133 in 
active trading after an uncon- 
firmed report that a Chinese 
city was to be allowed to hold a 
weekly lottery. 

SEOUL ended slightly firmer 
as buying, centred on large- . 
capitalisation shares, out- 
weighed some afternoon profit- 
taking. The composite index 
moved up 132 to 693.23 in turn- 
over of Won529.61bn. 

MANILA slipped in reaction 
to news that the government 
intends to break up Philippine 
Long Distance Telephone's 
monopoly. The composite 
index declined 5.90 to L3Q6.65.- 
PLDT's share price, which 
ranged from 905 to 890 pesos 
most of last week, fell to 870. 

BOMBAY rose on sustained 
buying triggered by a belief 
that weekend changes in Prime 
Minister P.V. Narasimha Rao’s 
cabinet would spur India's eco- 
nomic reforms. The BSE index 
finished up 6031 at 2366.05. 


Italy and Spain attract strong interest 
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M easures to boost pop- 
ular share owner- 
ship in Italy and 
renewed foreign investment 
interest in Spain saw these 
two markets ontperform the 
rest of Europe last week. 

But weakness In Denmark, 
upset by the resignation of 
Prime Minister Pool Schluter 
over the 'Tamilgate' affair, 
and Ireland, still fighting pres- 
sure to devalue the punt, 
helped to take the European 
component of the FT-A World 
Indices into negative territory. 

Spain has enjoyed a tradi- 
tionally good start to the year, 
with hopes of an easing in 
interest rates throughout the 
Continent helping to Improve 
confidence. 

Mr Victor Galliano, Spanish 
analyst at Baring Securities, 
comments that many investors 
are beginning to look to Invest 
outside the hard currency mar- 
kets and see Spain as a good 
opportunity. 

Inflation data which came in 
slightly under expectations 
year-on-year also gave a boost 
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to the market, and Mr Galli- 
ano believes that the general 
index could reach a short tens 
high of 250. 

The Italian market began to 
improve early in the week, 
ahead of Friday's decision by 
die government to allow inves- 
tors a 27 per cent tax break in 
newly quoted companies and 
the opportunity to swap hold- 
ings in government bonds for 
privatised shares. 

Elsewhere, Hong Kong had a 
good week with a 53 per cent 
gain. Mr David Bates, of Asia 
Equity in London, ascribes 
this to suggestions that secret 
negotiations are being held 
between Chinese and UK offi- 
cials to resolve the conflict 
over plans for political 
reforms in the colony. Reports 
that Governor Chris Patten 
has softened some of these 
proposals has also helped sen- 
timent, he says. 

Among the Latin American 
markets, Mexico weakened 3.6 
per cent in local currency 
terms, partly in reaction to 
Wednesday’s allied air attack 
on Iraq which caused slight 
falls among many of the 
world’s markets. 
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On 21 January LIFFE launches its BOBL futures 
contract. 

If you’re exposed to DM interest rates, you now have 
the flexibility you need -access to the whole DM yield curve 
in just one market place. 

LlFFE's BOBL future is the ideal instrument for 
covering medium-term DM debt, an area receiving in- 
creasing emphasis by the German government. 

And the BOBL joins LlFFE's Bund and Euromark, two 

Barclays de Zoete Wedd Futures Ltd 

Steve Baflard 071 -956 4750 

Cargill Investor Services Ltd 

Clare Davison 071 -283 9496 

Citifutures Ltd 

Ne» Pratt 071-836 5333 

Credit Lyonnais Rouse Ltd 

Nick Stephens 071 -638 0293 

Dean Witter Futures Ltd 

Kevin Crickmar 071-623 0405 

GIVI Limited “ 

Hugh Morshead 071-378 7171 

J P Morgan Securities Ltd 

David Berger 071 -779 3333 

Midland Fulures/Div Midland Bank pic 

Mike Stone 071 -336 3632 


of the most actively traded futures contracts in Europe. 

The result is an opportunity for trading and hedging 
that's unrivalled anywhere in the world: 

A comprehensive ‘DM Bloc’ available through Eur- 
ope's leading derivatives exchange, with all the efficiency 
and transparency of an open outcry market. 

For further information, please contact the designated 
brokers below, any other LIFFE member, or Business 
Development at LIFFE. 


IV at West Futures Limited 

Jghn Gardiner 071-3341166 

Pierson ICS Ltd 

Stephen Grimwood 071-696 0500 

Refco Overseas Ltd ~ ~ ~~~ 

FfchardRe ™*t 071-488 3232 

TuDett & Tokyo (Futures & Traded 
Options) Ltd 

Nigel Coupland 071-827 2401 

Union Discount Futures Ltd 

Geoffrey Marson 071-283 3071 


LIFFC 


UFFE, Cannon Bridge, London. EC4R 3XX. Tel: 071-623 0444. Pox: 071-248 5864 
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[FINANCIAL TIMES SURVEY 

THE EUROPEAN SINGLE MARKET 



T he European Community's single 
market, bom at the start of this 
year, is an old idea, superimposed 
upon a continent jolted into sev- 
eral new directions at once 

JSS^S 800ds - P®°P le - services and 
capital to flow around an area accounting 
for about one quarter of world economic 
output marks a giant step forward for the 
EG. Breaking down Europe’s barriers ful- 
fils the concept set out in the 1967 Treaty 
of Rome of forming a genuine common 
market. 

The single market programme is 
enshrined m the Single European Act, 
which came into effect in 1937. Launching 
measures with the effect of increasing 
competition and building a more homoge- 
neous EC business environment has 
already produced some harsh effects - 
not least in contributing to plant closures 
and layoffs as companies try to concen- 
trate their EC operations in the most effi- 
cient or low-cost centres. 

The programme as a whole, however, is 
a recipe for growth. European industry as 
a whole feces a grave problem of deterior- 
ating international competitiveness - par- 
ticularly in comparison with the newly 
industrialising countries of the Pacific 
rim, which have been making large 
inroads into EC markets. 

As part of a strategy of overcoming thin 
drawback, European governments and leg- 
islators have accomplished a victory of 
Community-mindedness over national 
interests - and have put into place a 
powerful springboard to help cope the EC 
with the economic challenges of the 1990s. 

Some important areas are still to be 
dealt with, for instance in energy, telecom- 
munications and transport An imperfect 
solution has been found over the vexed 
question of creating a unified system for 
collecting value added tax across the conti- 
nent 

Additionally, partly because of contro- 
versy over Immigration pressures - 
touched off by the conflict in former Yugo- 
slavia, as well as upheaval elsewhere in 
the world - some controls remain in force 
on people crossing EC borders, particu- 
larly at airports. None the less, roughly 95 
per cent of the liberalisation measures out- 
lined in 1985 have been established as EC 
legislation, extending to the main fields of 
industry, public procurement and finan- 
cial services. 

The Community seems unlik ely to 
embark upon a new phase of large-scale 
legislation to clear up exemptions. But it 
has set itself a goal during the next few 
years not only of completing the single 
market agenda, but also of makin g it 
work. 

The EC now has a market-place. There 
is a long way to go, however, before we 
have a single Europe. The ructions during 
1992 over the Maastricht treaty underlined 
that consensus Is far from complete on 
future political and economic integration. 
The road to economic monetary .union 
(Emu) - which many top European politt 
dans, though not quite so many leading 
businessmen - have always regarded as 
essential for bringing the single market to 
maturity - is now strewn with more 
obstacles than seemed apparent a year 
ago. 

After the autumn exchange rate turbu- 
lence, a large question mark also hangs 
over the future of the European monetary 
system. 

Yet the single market process of har- 
monising regulations and laws on prod- 
ucts. trade, traffic and people has placed 



A leap across fallen barriers 

The single market is not a panacea for the problems of Europe. But with the right 
policies, hope will be restored in the east and in the west. David Marsh reports 


the EC firmly on the road to sopranation- 
alism. Neither the Single European Act 
nor Maastricht sets down a blueprint for a 
federal European state. But member coun- 
tries now recognise that a formal renunci- 
ation of sovereignty in important areas 
once held to be the prerogative of nation- 
states. and a pooling of resources and pow- 
ers. can maximise benefits for alL 
The single market’s period of gestation 
has coincided, in the east of the continent, 
with the death of communism. But capital- 
ism’s triumph is by no means unmitigated. 
After the excitement and euphoria gener- 
ated by the breakdown of the east-west 


"divide and the ending of the cold war. 
Europe is weathering a phase of doumess 
and doubt. Last year's controversies over 
Maastricht exposed a disquieting gap 
between politicians and voters over the 
speed and direction of European develop- 
ment 

The swing to fringe extremist parties in 
many countries during the past 12 months 
is a symptom of some deeper pressures - 
among others, mounting unemployment 
now standing at around 16m throughout 
the EC. 

Europe’s task for 1993 is thus to show it 
can successfully manage a highly difficult 


period of transition. There are three imme- 
diate challenges. First, businesses and 
individuals have to show they can maxim- 
ise the chances offered by the single mar- 
ket m spite of the most severe economic 
downturn for 10 years In western Europe, 
and a deep restructuring crisis in the east. 

Placing the rules of the single market on 
to the statute book was difficult, but mak- 
ing them work will be more onerous stilt 
The EC will also have to ensure fair and 
equitable enforcement. 

Second, the EC has to progress towards 
the goal of a wider Europe. The Communi- 
ty’s decision at the Edinburgh summit to 


start EC entry negotiations this month 
with Austria, Finland and Sweden, revers- 
ing the previous agreement to wait for 
ratification of Maastricht in all 12 states, is 
an encouraging sign that the momentum 
of enlargement can be maintained. 

The rejection last month by Switzerland 
- the EC’s second most important trading 
partner, after the US - of the plan for a 
free trade area between the EC and the 
European Free Trade Association (Efta) 
was a blow, but not a disaster. 

The EC’s single market encompasses 
344m people. The European Economic 
Area, which will now come Into effect in 


the second half of the year, about six 
months later than planned, will unite a 
population of 370m people, including all 
the other six Efta states apart from Swit- 
zerland. The three Efta states starting 
accession negotiations this month may 
join by 1995. 

The third challenge concerns the east of 
the continent Even on tbe most optimistic 
assumptions, the former co mmunis t coun- 
tries of eastern and central Europe will 
have to wait beyond the year 2000 until 
they can join the EC. 

In partnership with the new administra- 
tion in Washington, the EC will have to 
redouble efforts to prevent chaos across 
the former co mmunis t bloc from sparking 
off more generalised disruption in Europe^ 
In 1992, the EC's inability to stop, or even 
significantly influence, the war in fbrmer- 

Yu goala via painfully illustrated the limits 
of the EC’s fledgling foreign policy. In 
1993. the difficulties caused by economic 
dislocation and political fragmentation in 
the east could become still worse if the 
European economy slides into full-scale 
recession. 

The economic clouds over the continent 
are all the more disquieting because, in 
theory at least the approach of tbe single 
market should have blown them away. 
When EC governments negotiated the con- 
cept in 1985, the single market programme 
was viewed as a sizeable boost to trade 
and investment 

A n optimistic report published in 
1986 under the aegis of Mr Paolo 
Cecchini, a senior Commission offi- 
cial, forecast that the single market would 
Increase EC gross national product by 4.5 
per cent over the medium term. It would 
also, according to the report’s conclusions, 
dampen inflation. Improve countries’ bud- 
get positions, lower external deficits and 
create 1.8m new jobs over the longer term. 

Anticipation of the single market 
undoubtedly speeded up trade and invest- 
ment during the second half of the 1980s, 
Illustrated particularly by a spate of cross- 
border acquisitions and mergers. Growth 
was also accelerated by the boom in Ger- 
many in 1989-91 caused first by the col- 
lapse of the Berlin Wall and then by reuni- 
fication. 

EC experts now reckon that 30 per cent 
of tbe forecast effect of the single market 
programme may already have worked its 
way through to the European economy. 
The fillip to western growth at the end of 
the 1980s explains why many of the contro- 
versial proposals of the Single European 
Act - in contrast to those in the Maas- 
tricht treaty - did not attract undue oppo- 
sition in parliaments and public opinion. 

Hie economic expansion in the late 
1980s also helps explain why the EC, 
shrugging off a decade of drift after the 
first oil crisis in 1973. suddenly became a 
burning source of hope and prosperity for 
the eastern half of the continent Now. 
however, high German interest rates and 
the post-unification difficulties faced by 
the German economy have thrown a pall 
over the landscape. 

With the dissipation of the positive eco- 
nomic effects of the late 1980s, the EC - 
and those outside who see it as a beacon of 
light in a dark world - have had to scale 
down their expectations for the 1990s. 

The single market is not a panacea for 
Europe's problems. Yet. If governments 
adopt the right policies to end the reces- 
sion, it provides tbe best route towards 
stability and prosperity later in tbe 1990s 
- for both halves of the continent. 


ASSERTION: A Commission 
directive will oblige fishermen 
to wear hairnets aboard their 
boats. 

FACT: Untrue. A Council 
directive, which took effect on 
January 1 1983, aims at ensur- 
ing strict hygiene conditions in 
fish-processing plants. Dock- 
side staff who cut fish will 
have to wear suitable bead 
cover to avoid contaminating 
fish. This does not mean hair- 
nets. It does not apply to 
fishermen on boats, with the 
exception of workers on fac- 
tory vessels. 

ASSERTION: Firemen will 
have to adopt new uniforms to 
conform with EC safety rules. 

FACT: From January 1 1993. 
“personal protective equip- 
ment” must satisfy common 
safety requirements under a 
December 1989 Council direc- 
tive. This includes firemen’s 
uniforms and hats. All prod- 
ucts marketed after 1993 will 
have to include an EC confor- 
mity mark. 

ASSERTION: EC regulations 
require Christmas trees to be 
Symmetrical hi shape, with reg- 
ularly spaced needles. 

FACT: Untrue. No EC regula- 
tions on standardised Christ- 
mas trees. The Christmas Tree 
Growing Association of west- 
ern Europe has, however, 
drawn up European specifica- 
tions to try to aid marketing. 

ASSERTION: EC regulations 
forbid the marketing of a 


David Marsh tries to dispel some of the more alarming anxieties about life in the new Europe 

Fishermen need not wear hairnets 


favourite Danish apple^Jhe 
Ingrid Marie. ^ 

FACT: For the purpose of 
freedom of movement mid con- 
sumer protection. EC apples 
are classified into two catego- 
ries - “small", with a mini- 
mum diameter of 55mm, and 
’Targe" with a diameter exceed- 
ing 65mm. In July 1989 the 
D anish fruit growers’ associa- 
tion classified the Ingrid Marie 
as ‘Targe". However, since half 
tbe harvest did not reach the 
required size, the apples could 
not be marketed normally, and 
had to be sold to the process- 
ing industry. There are two 
solutions: to introduce a new 
“medium-sized" category - 
which could increase adminis- 
tration costs - or to reclassify 
the Ingrid Marie as "small”. 

ASSERTION: The 

Commission wants to outlaw 
the dye which gives smoked 
haddock its distinctive golden 
hue. 

FACT: Untrue. More than 30 
colours are provided for in the 
Co mmissio n’s proposals for a 
Council directive for colours 
used for foodstnffe - including 
those used for haddock. 

ASSERTION: The European 


parliament wants to stop skiing 
when snow is not deep enough 

FACT: The parliament 
adopted in June 1991 a 
resolution to preserve the 
ecological balance in Alpine 
areas, proposing restrictions 
on ski runs where snow is less 
than 20 cm deep. The Council 
has not followed up these 
recommendations. 

ASSERTION: Britain’s Essex 
coast will face an invasion of 
cockle fishing boats this gear. 

FACT: On January 1. 
existing UK public health 
requirements on molluscs were 
replaced by • new EC 
requirements. (Directive 91/493/ 
EEC, L 268). This means that 
cockles from certain parts of 
the Thames estuary will no 
longer have to be processed in 
a particular plant in 
Leigh-on-Sea. But foreign 
fishin g boats which want to 
catch UK cockles are still 
subject to Sea Fisheries 
Committees byelaws. 

ASSERTION: An EC food 
hygiene directive will force 
street vendors and cafes to close. 

FACT: A general food 
hygiene directive is under 
ttiOTissinn in the Community. 
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The proposal is broadly similar 
to provisions already in UK 
law. Detailed guidance will be 
left to voluntary codes of 
industry practice, to be drawn 
up in consultation with 
producers, retailers and 


consumers. 

ASSERTION: Charity shops 
are banned from selling 
second-hand toys as a result of 
EC toy safety directive. 

FACT: According to 

Directive 88/378/EEC on the 


Safety of Toys, in force since 
January 1 1990, all toys placed 
on the Community market for 
the first time must bear the CE 
safety mark. This applies to 
new toys sold in charity shops 
- but not to second-hand toys. 

ASSERTION: Under new EC 
legislation, there will be a 
reversal of "burden of proof, 
meaning that lifeboat teams 
and mountain accident services 
could be sued for negligence by 
people they try to rescue. 

FACT: A proposed directive 
on liability of suppliers of 
services intends to make a 
provider of services 
responsible for proving that 
everything possible is done to 
assure safety of the consumer. 
This covers sea and mountain 
rescue services. But proposals 
make specific reference to tbe 
notion of "legitimate 
expectation". So the person 
rescued cannot in practice hold 
rescue services responsible for 
injuries sustained. 

ASSERTION: An EC 
directive on health rules 
unfairly discriminates against 
French soft cheeses. 

FACT: The Council adopted 
in June 1992 a directive on 


health rules for production and 
marketing of raw milk, 
heat-treated milk and 
milk-based products. It will 
come Into effect on January 1 
1994. As far as soft cheeses are 
concerned, it will ensure that 
milk used comes from animals 
and stocks which satisfy health 
and hygiene requirements. 
Cheeses produced should 
comply with specified 
microbiological criteria (checks 
for listeria, salmonella, 
escherlchia coli etc.) Products 
foiling to conform may be 
withdrawn. 

ASSERTION: The Royal 
Navy will have to end its 
tradition of s t irring Christmas 
pudding mixtures with wooden 
oars, on account of a new EC 
hygiene regulation. 

FACT: Untrue. The 

framework directive on 
materials in contact with 
foodstuffs (89/109/CEE - L40) 
merely states that such 
materials should not “transfer 
their constituents to foodstuffs 
In quantities which could 
endanger human health or 
bring about an unacceptable 
change in the composition of 
the foodstuffs". 


ASSERTION: EC regulations 
are forcing butchers’ shops to 
close. 

FACT: Untrue. New rules on 
han dling of fresh meat apply 
only to slaughterhouses, 
processing plants, storage 
facilities and warehouses, not 
to retail premises. 

ASSERTION: A draft 
directive states that 
Euro-fumiture shall not be 
made of European oak because 
it is too knotty. German and 
Italian varieties will be 
favoured because they have 
fewer knots. 

FACT: There is no such draft 
directive. Two long-standing 
pieces of legislation on 
marketing of certain seeds, 
such as oak, set up quality 
conditions. The UR has 
complained in tbe past that not 
many seeds from British oaks 
are recognised as eligible for 
planting in other EC countries. 

ASSERTION: Youngsters will 
have to give up newspaper 
delivery rounds if the EC 
directive on protection of young 
people at work is adopted. 

FACT: Untrue. Young people 
in full time education are 
restricted to 15 hours a week 
and three hours a day for light 
jobs, but will still be able to do 
paper rounds. Work must take 
place outside official school 
hours. Must generally be 
between 6 am and 8 pm - 
altbough exceptions are 
allowed. 
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Enforcing the new legislation will provide the real test,_writgs_LioneI Barber 

Now comes the hard part 


The European Parliament Strasbourg: plenty ol voices will be calling lor the outstanding gaps to be Wed 


AFTER pushing dozens of new 
laws through their national 
parliaments. EC member states 
must now live up to their 
promises and make the Euro- 
pean single market work. 

One word is likely to domi- 
nate debate on the single mar- 
ket in 1993: enforcement Stri- 
king the correct balance 
between the supervisory role of 
member states and the Euro- 
pean Commission will not be 
easy; but it is vital If cross-bor- 
der disputes about Implementa- 
tion are to be avoided and con- 
fidence in the single market is 
to be retained. 

The task is dannHng . Rheto- 
ric in Brussels about the irre- 
versible common destiny of EC 
member states often minimises 
tbe deep-rooted diversity. Just 
as there is an obvious “top 
tier” of strong economies in 
northern Europe built around 
Germany, so too there will be a 
“lower tier” of countries lag- 


ging on enforcement standards 
- particularly in the sensitive 
area of public procurement 
where tbe temptation to pro- 
tect national companies win be 
formidable. 

The signs already point in 
this direction. Although % per 
cent of the single market pro- 
gramme set out In the original 
white paper were complete by 
the end of 1992, less than half 
of it was expected to be trans- 
posed into national law of all 
12 member states, according to 
a report by the committee on 
economic, monetary and indus- 
trial affairs of the European 
Parliament 

Denmark, often accused of 
being the Community trouble- 
maker after its rejection of the 
Maastricht treaty, has the best 
track-record on transposition. 

Moreover, there are impor- 
tant gaps in implementation in 
areas such as dual-use technol- 
ogy which can have military 


application, explosives, works 
of art and meat goods. Nor are 
companies Ukely to be ready to 
adjust to the new rales cover- 
ing VAT collection. 

Mr Ben Patterson, tbe Con- 
servative MEP who authored 
the above report, is flush with 
e xam ples of foot-dragging in 
common professional stan- 
dards; Greek engineers trained 
in Germany whose qualifica- 
tions are not recognised back 
home; British airline pilots 
who, having worked for a pri- 
vate German airline, cannot 
get permanent jobs; and a fail- 
ore to reach agreement on gen- 
eral recognition of higher edu- 
cation diplomas. 

The most serious work to 
date on enforcement is the 
report drawn up by Mr Peter 
Sutherland, the Conner EC 
Commissioner responsible for 
competition policy, who 
chaired a high-level group on 
implementation last year. 


The 60-page study makes 
numerous practical sugges- 
tions aimed at making the sin- 
gle market fairer, more con- 
sumer-friendly, more open and 
more efficient in terms of 
streamlining its laws. Among 
its chief recommendations are: 

• A “deeper partnership 
between the European Com- 
mission and member states 
aimed at exchanging informa- 
tion. mainly through officials 
working on an informal basis; 

• Provision by states and 
Brussels of informal advice on 
redress for breaches of EC law 
to those requesting it. Plus fin 
ombudsman at EC level or in 
each member state; 

• Systematic consolidation of 
EC law and creation of a legis- 
lative co-ordination unit inside 
the Commission to prevent 
overlap; 

• A better understanding and 
use of EC law, including possi- 
ble compulsory courses for 


Interview: Lord Cockfield, market mastermind 

It really worked 


LORD COCKFIELD, the crusty 
British peer who was Euro- 
pean commissioner for the 
internal market from 1984 to 
1988, is in the satisfying posi- 
tion of seeing a vision turned 
into reality. 

“The single market is almost 
exactly as envisaged," he says, 
“except for minor flaws, such 
as the remaining frontier con- 
trols over people, and the fact 
that the financial sector 
reforms are not as liberal as I 
would have liked." 

Lord Cockfl eld's stint in 
Brussels coincided with a 
number of milestones in the 
single market process. His big- 
gest achievement was the 1985 
European Commission White 
Paper and Us nearly 300 legis- 
lative proposals setting out the 
framework for the market. 

His great strength, accord- 
ing to observers at the time, 
was writing the paper in a 
way which gave national poli- 
ticians a clear and logical 
blueprint for building the mar- 
ket. His experience as a com- 
missioner of Inland Revenue 
in Britain gave him the ability 
to find ways through thorny 
and highly technical tax issues 
requiring unanimous agree- 
ment by all 12 member states. 

As a salesman for the pro- 
gramme, however. Lord Cock- 
field was less adept He rarely 
ventured forth to national cap- 
itals to lobby ministers, prefer- 
ring Instead to stay in Brus- 
sels and to make his points at 
Council meetings 

He did, however, ask Mr 
Paolo Cecchini, a senior Com- 
mission official, to oversee the 
compilation of what became 
the landmark report on the 
proposed market It stands as 
one of the largest pieces of 
market research ever con- 
ducted. Especially in view of 
its rosy economic forecasts 
and commercial scenarios, 
many economists came to view 
it mainly as a propaganda 
exercise to sell the White 
Paper proposals. But the 
report published in 1988, set 
off a flurry of corporate strate- 
gic reviews. 

The economic buoyancy of 
1986-90 - when EC economies 
registered average annual 
growth rates of 3.2 per cent - 
made it easier for politicians 
to accept those parts of the 
programme curbing national 
monopolies or initiating pain- 
ful industrial restructuring. 
“An economic downturn three 



Lord Cockfield: “The single market is almost exactly as envisaged' 


or four years ago and It could 
have been another story," he 
concedes. 

A former trade secretary in 
Mrs Thatcher's government In 
the early 1980s, Lord Cockfield 
shied away from harmonisa- 
tion of standards as the main 
way of overcoming national 
regulatory differences in Euro- 
pean industries, favouring 

ROBERT CORZINE 

meets Lord Cockfield, 
architect of the 
EC single market 

instead mutual recognition 
and market-oriented solutions. 

His belief In the power of 
market forces is nndiminished, 
as is his conviction that the 
imperfections in today's mar- 
ket will soon disappear. "Once 
we get rid of frontier controls 
and major nationalistic 
impulses, such as public pro- 
curement, then the forces of 
trade and the market will 
wash away the remaining bar- 
riers," he says. However, he 
does not make light of the 
challenges In making the mar- 
ket work. “The single market 
is in the bag. But we may have 
to deal with new barriers.” 

Lord Cockfield Is a harsh 
critic of British government 
policy towards the European 


Community in general, and 
the single market in particu- 
lar. He takes issue with politi- 
cians who promote the single 
market as an alternative to the 
far wider concept of European 
economic and political union. 

“Tbe UK government had lit- 
tle real understanding of what 
the single market meant,” he 
says. “The original concept 
was that the single market 
would be the foundation on 
which we would build eco- 
nomic unity... the market is 
not the end of the road, bat a 
road that leads somewhere, to 
economic onion. It's just a pity 
that the economic agenda was 
not completed before work 
began on political onion." 

He says that the objective of 
a single European currency 
was enshrined for the first 
time in the Single European 
Act. He regrets the emotions 
surrounding the currency 
issue - one of the most con- 
troversial points In the debate 
over the Maastricht treaty. 
“The single market is an enor- 
mous benefit and the single 
currency would have produced 
a large add-on benefit.” In 
view of the difficulties of keep- 
ing to the Maastricht mone- 
tary union timetable, he 
believes there is a good chance 
that Europe's single currency 
will turn out to be not the Ecu, 
but the D-Mark. 


Goods will move more freely than people, writes Andrew Hill 

Hang on to your passports 


DON'T throw away your 
passport For the EC traveller, 
the barrier-free European mar- 
ket has not quite arrived. 

The lifting of frontier con- 
trols on goods and people was 
perhaps the most symbolic 
goal of the single market pro- 
gramme. 

However, for six months or 
more it has been obvious that 
at least one, possibly three, 
and perhaps all 12 member 
states will not achieve the sec- 
ond of those objectives before 
the mid of 1993. 

Member states appear to 
have met the deadline for lift- 
ing frontier controls on goods. 
For all its alleged faults, tbe 
new “transitional" regime for 
VAT and excise duty has done 
away with the need for basic 
administrative border controls 
on all products. Some 60m tax 
forms, and the people who 
used to fill them in, have gone 
too. 

On the other hand, there are 
lingering doubts about how a 
new frontier-free regime will 
affect certain products. In the 
case of bananas, for example, 
member states have just 
agreed a new quota regime, but 
it is unlikely to come into force 
for at least six months. There 
is as yet no definitive system 
for monitoring the cross-border 
movement of works of art or of 
“dual-use" goods, which have 
both military and civilian 
applications. The most likely 
solution is a formal or informal 
“cellule de crise" to deal with 
any problems which might 
occur between January 1 and 
the implementation of a new 
regime. 

Officials agree it is little 
more than a sticking plaster 
solution, bat it has allowed 
frontier controls on goods to be 
lifted before the January 1 
deadline. If member states 
keep their nerve - and do not 
allow the inevitable media 
scares about loopholes and 
errors to shake them into a 
hasty reimposition of controls 
- then free movement of 
goods seems more or less 
assured. 

The abolition of passport 
controls presents quite differ- 
ent problems, which are 
unlikely to be resolved before 
the end of this year, if at all 

Nine months ago, the Com- 
munity seemed to divide into 
three main camps on the ques- 
tion of passport checks. 

Britain has always been tbe 
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member state most vehemently 
opposed to the lifting of border 
controls on people and its gov- 
ernment's argument is rela- 
tively simple. 

The 1986 Single European 
Act. it says, does not oblige the 
UK to lift its controls on 
non-EC citizens. Consequently, 
Britain must maintain at least 
a minimal check to ensure that 
unwanted non-EC travellers do 
not slip through the EC pass- 
port lane at ports and airports. 

In the second camp are Den- 
mark and Ireland. Denmark 
wants to maintain border con- 
trols, but has indicated in the 
past it might be prepared to lift 
them if sufficient safeguards 
are put in place. Ireland Haims 
to be committed to the lifting 
of controls. But because of its 
geographical proximity to 
Britain, and the fact that most 
of its travellers pass through 
the UK under an existing free- 
travel agreement, it would find 
it difficult to loosen its controls 
without at least consulting the 
UK. 

Finally, the European Com- 
mission and the remaining 
nine EC countries, which are 
members of the Schengen free- 
travel agreement, dispute the 
British interpretation of the 
Single European Act and are 
committed to the lifting of bor- 
der controls on people. 

Until recently, it looked as 


though the dispute between 
the Commission and the Brit- 
ish government might end in 
the European Court. An indi- 
vidual court case * perhaps 
brought by a'federalist MEP or 
ordinary free- travel zealot - is 
still not out of the question, 
but in the past six to nine 
months, a number of new ele- 
ments have reduced the imme- 
diate threat of Commission 
court action; 

• Euro-politics. Since the 
Danish and French referen- 
duras on the Maastricht treaty, 
Brussels has been increasingly 
reluctant to challenge member 
states on strongly held points 
of principle. Mr Kenneth 
Clarke, British home secretary, 
warned fellow EC interior min- 
isters in June that pressurising 
Britain on passport controls 
could swing the UK parliament 
against the Maastricht treaty 
- it was a potent argument, 
according to observers. 

• The refugee problem. 
Increasing immigration pres- 
sures and racial tension, par- 
ticularly in Germany, have 
made the Schengen nine think 
twice about lifting their inter- 
nal bolder controls as quickly 
as they had intended. The 
Schengen accord does commit 
them to abolish internal 
checks, but only when external 
frontiers have been sufficiently 
strengthened, and ancillary 


measures - such as a com- 
puter link between Schengen 
immigration authorities - 
have been put in place. Neither 
has yet happened. 

• Practical difficulties. Air- 
ports - most notably the busy 
Sc hip hoi hub in Amsterdam - 
have won a deferral of the 
deadline for lifting controls, on 
the grounds that they cannot 
physically change their infra- 
structure before December this 
year to separate EC and 
non-EC arrivals. 

The result is that even the 
most enthusiastic countries are 
unlikely to lift their internal 
border controls on people 
before the middle of this year. 
Travellers in continental 
Europe will probably notice lit- 
tle change - cars will still be 
able to sweep through most 
internal borders without 
checks; airports will still check 
passports, although controls 
may get lighter as terminal 
infrastructure is adapted to 
cope with the new regime. 

Britain, on the other hand, is 
planning to retain its controls 
at airports and sea borders 
unaltered until Schengen 
decides to abolish its internal 
checks. 

When that happens, UK sea- 
ports will probably implement 
a version of the so-called 
“Bangemann wave" - named 
after the current internal mar- 
ket commissioner - requiring 
EC travellers to show the cover 
of their passport to officials. 

Schengen's disarray on 
border controls let Britain off 
the hook as far as the January 
1 deadline was concerned, but 
it seems unlikely that an 
eventual “two-speed" solution 
to the question of passport 
checks will be acceptable to all 
continental European 
countries. According to 
Schengen, the Bangemann 
wave is too strict as a control 
on internal borders and too lax 
as a control on external 
frontiers. 

If Britain - or. indeed, 
Ireland and Denmark - 
decides to apply only minimal 
checks to travellers arriving 
from outside tbe Community 
then Schengen members may 
have to start examining the 
passports of passengers on 
flights and ferries from 
non-Schengen EC partners. 

That would be a strange and 
unhappy end to a project that 
was supposed to be built on 
mutual trust and partnership. 


judges and a new- communica- 
tions campaign to make sm* 
EC citizens are aware of thek 
legal rights. 

The Sutherland report was 
influenced heavily by the 
debate within the Commungy 
on "subsidiarity" - devolving 
decision-making to the lowest 
appropriate level - which 
erupted in the wake of the 
Danes' rejection of the Maas- 
tricht treaty. 

Some critics have wondered, 
whether Mr Sutherland pulled 
some of his enforcement 
punches. His panel's rejection, 
at stage, of a central clear- 
ing bouse to collect data on 
infringement of the single mar- 
ket, for example, may reflect 
fears of a new Brussels bureau- 
cracy policing cross-border 
trade; but it raises the threat of 
unsatisfactory trade-offs 
between countries. “Those who 
have stronger standards of 
implementation will lose out," 
says one EC official. 

The UK. the driving force 
behind subsidiarity, is anxtoos 
that the Commission does not 
turn into a shrinking violet. 
This is not so much a political 
volte face\ more a hard-headed 
calculation that if cross-border 
disputes flare up. the 
Commission is well placed to 
act as arbiter rather than 
burdening the European Court 
with dozens of legal cases. 

Thus, a recent UK draft 
proposes permanent 
Commission inspectorates to 
monitor selectively member 
states’ performance, and a 
Commission review which 
"where necessary" may go to 
the relevant Council of 
Ministers. “The logic of the 
internal market demands 
satisfactory arrangements for 
its joint management by the 
Commission and the national 
administrations.” says the 
report. 

As the Commission's 
response to both the 
Sutherland and the UK report 
made clear, much will depend 
on strengthening the 


Much will depend on 
strengthening the 
co-operation between 
Brussels and 
member states 


machinery for: co-operation 
between Brussels and member 
states. Proposals include a new 
training policy for officials in 
enforcement, new computer 
networks to speed up the flow 
of data on the operation of the 
internal market, and more 
efficient management of the 
customs union. 

These are the challenges 
facing those struggling to keep 
the playing field level in the 
single market; but it is clear 
that plenty of voices will be 
calling for the outstanding 
gaps to be filled. 

Mr Patterson is convinced 
that there are sufficient 
uncovered areas to warrant 
production of a new 
Commission white paper. 

“In addition, there will be a 
need to deal with the new 
barriers to free movement 
which changing technology 
and the ingenuity of 
protectionist forces will 
create." 

The converse argument is 
that some forces - such as 
organised crime - may be so 
adept at freedom of movement 
of goods and capital that calls 
for reira posing some controls 
may prove irresistible. But for 
the moment the forces of 
integration are firmly in the 
saddle as the race to take 
advantage of the single market 
enters the home stretch. 


THE internal market was not 
the only innovation ushered in 
with the new year. On January 
6, European business came 
under the watchful eye of the 
European Community's first 
socialist competition commis- 
sioner. Mr Karel Van Miert, a 
pragmatic Belgian responsible 
for transport and, latterly, 
environment in the 1989-92 
Commission. 

Mr Van Miert has a hard act 
to follow. Sir Leon Brittan, 
now responsible for EC trade 
policy, was a committed liberal 
in the competition field. But 
the instinctive reaction of 
some of his supporters - that 
Mr Van Miert is bound to be 
“soft" on competition - is not 
necessarily borne out by the 
evidence. 

For example, during the past 
four years, the Belgian com- 
missioner has pushed through 
a complex and Ear-reaching air 
liberalisation package, which 
lifted government curbs on air 
fares from January 1. By mid- 
1997, this same deal will allow 
any EC airline to fly any route, 
including domestic services, 
anywhere in the Community. 
Given the strong vested inter- 
ests ranged against Mr Van 
Miert, this was no mean 
achievement. 

Nonetheless, Mr Van Miert 
takes over the role of competi- 
tion commissioner at a difficult 
time. Pressure to reverse, or at 


least freeze, EC competition 
policy is growing. This is 
partly a result of the single 
market itself, which has 
opened previously protected 
EC industries to new competi- 
tion from other EC countries 
and from outside the Commu- 
nity. It is also a symptom of 
the general recession which 
has tempted more interven- 
tionist-minded governments to 
try out protectionist solutions. 

In his earliest statements 
after announcement of his new 
job, Mr Van Miert restricted 
his statements on EC competi- 
tion policy to saying that there 
would be changes. He is likely, 
for example, to look more care- 
fully at the social and indus- 
trial impact of competition 
decisions than his predeces- 
sors. Purists fear this will 
water down policy, but Sir 
Leon believes the precedents 
established under his regime 
and that of the previous com- 
missioner, Mr Peter Suther- 
land, will last 

So what is in the panoply of 
anti-trust weapons which Mr 
Van Miert has inherited from 
his predecessors, and how will 
he use them? 

• The EC merger regulation. 
Probably the most far-reaching 
of the innovations to emerge 
during the Sutherland-Brittan 
period, the regulation allows 
the Commission to look into 
large-scale cross-border merg- 


RECENT LANDMARK EUROPEAN COMMUNITY COMPETITION RULINGS 


DATE 

CASE 

SIGNIFICANCE 

19.12.1990 

ICI and Solvay fined Ecu47m for alleged soda ash 
cartel 

U At the time, the largest ever fine Imposed by the 

European Commission 

194.1991 

European Court upholds Commission's right to use 

Article 90 of Treaty of Rome to liberalise the 
telecommunications equipment market 

■ Confirmed Brussels' ability to challenge national 
monopolies without seeking prior approval ol EC 
member states 

24.7.1991 

Tetra Pak fined Ecu75m tor alleged abuse of its 
dominant position In the market for cartons and 
liquid packaging machinery* 

■ Currently the largest tine ever levied by the 

Commission 

2.10.1991 

Commission vetoes Aerospatiale and Alania's 
attempt to take over de Havilland, Canadian 
aircraft maker 

■ The first and only case yet blocked under the 

September 1990 EC merger regulation 

22.7.1992 

NestfA bid tor Perrier cleared on condition that 
brands are given up to a “third force* on the 

French mineral water market 

■ Established for the first time that the EC merger 
fart force will take into account the Impact of 
duopolies and oligopolies on the market 

■D*ciaJon» Min outijact to appaa) ruling In DM European Court of JuaUoa 


Andrew Hill on the role of the new competition commissioner 


A socialist’s dilemma 


ers within set deadlines, and 
outlaw or amend deals. In fact 
only one deal has been blocked 
outright since the regulation 
came into force 2% years ago 
- the Franco-Italian bid for de 
Havilland, the Canadian air- 
craft manufacturer, which, as 
transport commissioner, Mr 
Van Miert supported. 

As competition supremo, Mr 


Van Miert will have to decide 
whether the threshold for 
examining deals under the reg- 
ulation should be lowered, as 
favoured by Sir Leon and by 
the Commission's own merger 
task force. He win also grapple 
with the controversial question 
of how to define the market for 
each merger, and whether to 
allow European champions to 


develop in line with the growth 
of the single market 
• Articles 85 and 86 of the 
original EC treaty, which are 
aimed at preventing cartels, 
price-fixing and abuse of a 
company's do minan t position. 
In the last months of his ten- 
ure, Sir Leon pledged to intro- 
duce new internally-binding 
de a dlin es for such cases, which 


frequently take a year or more 
to complete. If Mr Van Miert 
backs the Brittan reforms, he 
will have to try to persuade 
reluctant competition officials 
that such deadlines are feasible 
and necessary and ensure they 
are implemented. At the same 
time, he inherits a commit- 
ment to devolve responsibility 
for smaller anti-trust cases to 


national authorities - but 
without allowing overall com- 
petition policy to be distorted. 

• Article 90 of the EC treaty, 
which gives the Commission 
the right to issue directives 
break in g open public monopo- 
lies without first having to 
gain member state approval. 
That right was affirmed by the 
European Court in 1991, but 
since then even Sir Leon has 
fought shy of using it, 
although he has threatened it 
many times against energy, 
postal and telecommunications 
monopolies. This would be one 
way of opening up some of the 
most difficult outstanding 
areas of the single market. But 
it would also be a last resort 
option. If Mr Van Miert chose 
to use it, he could alienate 
those member states - notably 
France - which were happiest 
with his appointment. 

• State subsidies. This is 
probably the area in which Mr 
Van Miert will face the stron- 
gest challenges to his author- 
ity, as member states seek to 
ease their favourite industries 
into the single market. Sir 
Leon's advisers c laim Mr Van 
Miert was too soft on state aid 
to airlines, the supervision of 
which is still the responsibility 
of the transport commissioner 
But it is impossible to predict 
from a handful of decisions 
how he will react to more com- 
plex cases which bring 


together industrial, social and 
competition considerations. 

• An independent EC cartel 
office. This is not yet part of 
the Commission's armoury, 
but the question of whether to 
create a separate German- or 
British-style competition 
authority is certain to be posed 
during Mr Van Miert’s tenure. 

The suggestion was always 
attacked by Sir Leon, partly on 
the grounds that it would 
encourage commissioners to 
fake purely political decisions, 
whereas under the current sys- 
tem they are bound to consider 
the implications of their rat- 
ings for competition. 

In fact, critics suggest that 
latterly Sir Leon was him«>if 
much too eager to tailor com- 
petition policy to short-term 
political demands: striking cre- 
ative deals with merging com- 
panies, for example, to avoid 
another row like the one that 
exploded over de Havilland. 

Competition lawyers in Brus- 
sels. and their corporate cli- 
ents, say they are seeking the 
same from Mr Van Miert as 
they sought - and did not 
always receive - from his pre- 
decessors. They want -predict- 
ability in the Implementation 
o£ EC competition policy, 
enabling business to. weak con- 
fidently wi thm the single 'mar- 
ket. Mr Van Miert's. much- 
vaunted pragmatism will face 
a hard test. 
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INTRODUCING EURONEWS. 



PURE, UNDILUTED EUROPE. 


From January 1st, 1993, you'll be able to tune in to a 
that concentrates on world news from a European 
* rwwP The images transmitted on Euronews will be 
KportedTu 5 languages. Which means that in Britain, 

Euronews will speak English. . . . , 

Euronews will transmit round the clock, providing the 

whole continent with news, weather, financial and travel 


reports etc. News bulletins will be updated every half hour. 

Plus special reports on subjects of major interest 
to Europeans: from business to fashion and from current 
affairs to entertainment. 

So if you like news given 
to you straight, tune 
straight in to Euronews. EUROPE SPEAKS UP 
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Martin Wolf weighs up the prospects for united Europe’s economic recovery 

power to turn the tide 


IT WAS not supposed to be like this. 

The single market is open far business, 
just as the European economy slows down. 
Far from heralding renewed economic 
dynamism. January 1993 coincides with 
rising unemployment, currency turbulence 
and popular dissatisfaction. The European 
Community witnesses not a new burst of 
confidence and creativity, but a return to 
the gloom that occasioned the single mar- 
ket programme. 

The OECD's latest Economic Outlook 
gives the growth of Europe's real gross 
domestic product at l per cent between 
1991 and 1992 and forecasts it at 1.2 per 
cent between 1992 and 1993. 

By contrast, the Outlook published last 
June forecast growth of 2.4 per cent 
between 1992 and 1993. This halving of the 
forecast for the coming year is consistent 
with the past over-optimism of the main- 
stream forecasters. The economic growth 
of 2.5 per cent forecast by the OECD for 
1993 to 1994 could prove to be yet another 
overestimate. The European economy 
would then experience four successive 
years of disappointing growth. 

Economic performance of the main 
European economies has been far from 
uniform. 

Worst by far has been that of the UK. 
After falling by 22 per cent between 1990 
and 1991 and by l per cent between 1991 
and 1992, GDP is forecast by the OECD to 
rise by 1.3 per cent between 1992 and 1993. 
Yet even the expected growth of 2.4 per 
cent between 1993 and 1994 would only 
bring GDP back to its 1990 level. 

By contrast, Italy is at least expected to 
sustain positive growth, though at low 


Latent 


rates, throughout. Between 1990 and 1991 
growth was L4 per cent This is expected 
to be followed by 1.2 per cent growth from 
1991 to 1992 and 0.8 per cent from 1992 to 
1993. 

In spite of Italy's fiscal crisis, the most 
severe among the group of seven leading 
industrial countries, its economic perfor- 
mance has not been much worse than that 
of France, even though French rigueur has 
made it the EC's blue-eyed boy. Between 
1990 and 1991 French GDP expanded by 
per cent. The OECD says it will expand by 
19 per cent between 1991 and 1992 and 
forecasts only 1.6 per cent growth in the 
following year. 

Europe's disappointing economic perfor- 
mance Is partly explained by an adverse 
world economic environment, particularly 
the lingering recession, from which the US 
seems at last to be recovering. 

It is also explained by problems wi thin 
particular countries, notably the UK. with 
its overhang of private sector debt, and 
Italy, where public debt exceeds total GDP. 
But the principal failure lies in Germany. 
Europe's economic and geographical heart 

After four years of rapid economic 
growth, capped by the positive economic 
effects of unification in 1990 and 1991, Ger- 
man GDP continued to expand by 2.9 per 


cent in the first half of 1992, but only to 
contract by 09 per cent in the second half. 
The OECD has forecast L2 per cent growth 
of GDP between 1992 and 1993, but the 
organisation's chief economist has already 
lowered this forecast by half a percentage 
point 

Surprisingly perhaps, a German reces- 
sion need not be bad news for the rest of 
Europe. The German economy has slowed 
in response to the Bundesbank's determi- 


nation to bring inflation down from the 4.5 
per cent registered in 1991 (measured by 
the deflator for total GDP) and expected by 
the OECD for 1992. to the 2 per cant It 
thinks is tolerable. 

German short term rates of interest 
have been exceptionally high in both nom- 
inal and real terms. But the belief that the 
D-Mark would never be depreciated within 
the exchange rate mechanism turns these 
German interest rates into the floor for ail 
ERM members. Those interest rates have 
then deflated the economies of the rest of 
Europe. French short term real interest 


rates are 7-8 per cent, for example. 

The contractionary effect of these rates 
has endured Ear longer and been far stron- 
ger than the stimulus generated by the 
disappearance of the German current 
account surplus between 1990 and 1991. 
Europe needs lower short term rates of 
interest. Though a deep recession is bound 
to damage Germany politically and eco- 
nomically, it should lead to lower German 
interest rates and so give members of the 


ERM the lower interest rates they need. 

By now, this group excludes the UK and 
Italy, both shaken out of the ERM in mid- 
September. Apart from the suspension of 
the pound and the lira, the Spanish peseta 
has been realigned twice and the Portu- 
guese escudo once, while the Irish punt 
the Danish krone and the French franc 
have all been subject to considerable pres- 
sure. 

The collapse of Finnish, Swedish and 
Norwegian attempts at fixin g their 
exchange rates attests to the general disar- 
ray. Should the process of dissolution pro- 


ceed still further, the Maastricht treaty's 
planned march towards economic and 
monetary union by 1997, or 1999, will lose 
all plausibility. 

In any case, the convergence criteria 
laid down in that treaty, largely at Ger- 
man behest, will create severe difficulties. 
At present only two countries - France 
and Luxembourg - fulfil all these criteria, 
though Denmark (which has opted out 
from Emu) and Germany (the majority of 
whose citizens would like to opt out) 
almost make the grade. 

The European slow-down has helped to 
bring about convergence of inflation: eight 
EC member states had consumer price 
inflation of between 29 and 4.1 per cent in 
1992, with German inflation highest of this 
group. Bnt slow growth makes it much 
more diffic ult to meet the Maastricht crite- 
ria for fiscal policy. 

The IMF and the OECD argue that most 
member states cannot afford and should 
not attempt further fiscal stimulus. This 
may well be so, but slow growth will make 
reducing fiscal deficits difficult, while the 
immediate consequences are bound bo be 
deflationary. 

Gloom is the natural reaction to 
Europe’s current economic situation. The 
single market Is not having the positive 


effect on Europe's economic performance 
that was hoped. The monetary system is 
under attack. Meanwhile, policy-makers 
seem totally ineffective. The growth pack- 
age agreed at the Edinburgh summit w as 
nugatory, for example. As for the Bundes- 
bank, it remains obstinately set on its 
deflationary course. 

Yet, there is more to the prospe cts fo r 
the European economy than the current 
slow down. The important questions are 
those about the long term. Here there are 
important worries, but there are also 

opportunities. 

Among the worries are whether Ger- 
many will manage to integrate the east 
German economy or will be struggling 
semi-permanently with high overall unem- 
ployment and high public sector deficits: 
whether the eastern European economies 
will achieve rapid economic growth: 
whether the world economy will recover 
its lost dynamism; and whether, in partic- 
ular, the Uruguay Round of multilateral 
trade negotiations will be successfully 
completed. 

These worries are the counterparts of 
economic opportunity. German unification 
should enable the EC’s most important 
economy to achieve fester growth than in 
the 1970s and 1980s: eastern European 
reform could revitalise the European econ- 
omy as a whole; and a dynamic and truly 
global economy can be created for the very 
first time. 

Since the EC is the world's largest trad- 
ing entity and one of its two largest econo- 
mies, accounting for more than a quarter 
of world output it is itself able to turn Its 
worries into opportunities. 


A German recession need not be bad news for the rest of Europe. 
It could lead to the lower interest rates needed by ERM members 


Hans-Peter Frohlich suggests Germans are too enthusiastic for political union 

Emu can go it alone 



MANY GERMANS think that 
the Maastricht treaty is 
heavily lopsided. It specifies 
European Monetary Union 
(Emu) in great detail but is 
very vague on European Politi- 
cal Union (Epuj. This result 
does not conform to the origi- 
nal German intention: before 
the Maastricht summit, Chan- 
cellor Helmut Kohl insisted on 
the need for parallel progress 
on Emu and Epu. 

Numerous voices in Ger- 
many have recently called for 
new efforts to complement 
Emu with Epu. Particular sup- 
port for Epu comes from many 
German economists, on the 
grounds that Emu will not be 
able to function without it 

This view Is based on four 
main arguments, none of 
which is truly convincing. It is 
possible to create Emu without 
Epu. Furthermore, the creation 
of the single market may give 
an additional spur to this bene- 
ficial process. 

The first of the four argu- 
ments for Epu rests on tbe 
premise that a single currency 
provides an additional incen- 
tive for government deficits. 
This is because a single cur- 
rency removes the inflation 
and interest rate constraints 
for public borrowing. 

Consequently, the theory 
goes, fiscal policy must be 
tightly controlled on a commu- 
nity level - a process which, 
in the final analysis, requires 
political union. Otherwise, 
anti-inflationary monetary pol- 
icies are likely to be thwarted 
by fiscal laxity. 

Yet, while a single currency 
does lift some public borrowing 
constraints, it also creates new 
ones, because national govern- 
ments can no longer use the 
inflation tax to finance deficits. 
The increasing mobility of cap- 
ital in a monetary union will at 
the same time put pressure on 
governments to project an 
image of fiscal soundness. 

In addition, the Maastricht 
treaty itself helps to ensure 
budgetary discipline. One of 
the criteria for eligibility to 
join stage three of Emu is that 
the government deficit must 
not exceed 3 per cent of GDP. 
The ratio of public debt to GDP 
must also be not higher than 
60 per cent 

In practice, these criteria 
may not be ‘'watertight". But 
would matters be improved 
with European political union? 
There is room for doubt 


whether in a political union 
central authorities really are in 
a significantly better position 
to enforce budgetary discipline 
among the lower tiers of gov- 
ernment Federally structured 
states, such as the US or Ger- 
many, provide numerous 
examples to the contrary. 

The next economic argument 
In favour of Epu runs like this: 
a single currency Implies that 
the exchange rate is no longer 
an economic policy instru- 
ment. Under these conditions, 
asymmetric demand or supply 
shocks in the Community 
would lead to large and desta- 
bilising fluctuations in output 
and employment. Since most 
pain would be felt in the less 
productive, poorer economies, 
the richer countries would 
have to provide financial sup- 


port for them. A large-scale 
horizontal fiscal transfer mech- 
anism, however, would be 
acceptable to tbe voters only 
within an already-unified polit- 
ical entity. 

This argument ignores the 
dynamic effects of economic 
integration. Monetary union 
would further increase the 
mobility of goods and capital 
in Europe which, as experience 
shows, tends to benefit the 
poorer countries most. 

Spain and Portugal are cases 
In point Since Joining the EC 
in 1986, both have enjoyed 
growth rates almost twice as 
high as the rest of the commu- 
nity. The single market, com- 
bined with monetary union, 
may actually reduce the need 
for fiscal transfers, provided 
national governments pursue 


the right economic policies, 
which must above all be 
geared to improving the supply 
side. 

The third line of argument 
emphasises that price stability 
cannot be achieved by the cen- 
tral bank alone, no matter how 
independent or skilled it is. 

The primacy of price stabil- 
ity often Implies painful policy 
trade-offs in terms of lower 
growth or higher unemploy- 
ment levels. These conse- 
quences will not be accepted 
unless all segments of society 
share a broad anti-inflation 
consensus. In Germany the 
Bundesbank has always been 
able to count on that consen- 
sus, enabling it to play its rile 
as guardian of the currency. 
Many observers doubt, how- 
ever, whether this traditional 


German preference for price 
stability will be shared 
throughout Europe. Emu 
would then be doomed to fail- 
ure. 

This reflects old thinking. 
There have been times when 
Germany looked like an island 
of price stability In an infla- 
tionary sea, but the position 
has changed in recent years. 

Six countries have, since 
1979, participated with Ger- 
many in the narrow band of 
the EMS exchange rate mecha- 
nism. During the 1980s, most of 
these countries - Belgium. 
Denmark, France, Ireland, Lux- 
embourg and the Netherlands 
- have seen their inflation 
rates converge with or even 
fell below, German levels. This 
clearly documents their com- 
mitment to price stability. 


The EMS split between low 
and higher Inflation countries 
has been made still more evi- 
dent by the currency unrest of 
last autumn. And, under the 


Maastricht rules, those coun- 
tries which have not attained 
an anti-inflation consensus will 
be barred from joining Emu. 

Fourth, some observers hint 


THE deepening of the European 
Community brought about by the sin- 
gle market also marks a step towards 
its enlargement 

During the second half of the 1980s, 
the EC became an attractive magnet 
for applicants outside its borders. 
Three members of the European Free 
Trade Association (Efta) - Austria, 
Sweden and Finland - are due to 
start EC entry negotiations during 
the next few weeks, with a fourth 
country, Norway, getting down to 
talks this spring. Their aim Is to 
become fall EC members by 1995. 

These four states, together with the 
other three Efta members - Switzer- 
land, Iceland and Liechten- 
stein - were doe from January 1 to 
have formed with the EC the Euro- 
pean Economic Area (EEA) - a free 
trade entity seen now as encompass- 
ing a waiting room for full EC mem- 
bership. 

The start of the EEA has been 
delayed until the second half of the 
year. This follows Switzerland's ref- 
erendum rejection of the EEA last 
month - a decision motivated by 
Swiss voters' fears that the EEA 
would bring a dilution of their pros- 
perity and stability. Assuming the 
other Efta states go ahead with ratifi- 
cation, the EEA will now link only 18 
states, rather than the 19 (including 
Switzerland) originally planned. 

Under the EEA, the regulatory 
framework of the single market is to 
he transferred practically wholesale 
to Efta - which is to adopt EC rules 
on competition, company law, con- 
sumer protection, education, the 
environment, research and develop- 
ment and social policies. The Efta 
countries are to set np their own 
enforcement body with powers over 
Efta territory. The Swiss “No," by a 


More countries are queueing to join, says David Marsh 

Wider still and wider 


small majority of the electorate and a 
larger majority of cantons, was not 
unexpected. In view of Switzerland's 
entrenched neutrality and its unique 
system of direct democracy, there 
was even some quiet relief among 
some Brussels officials,who feared 
that Switzerland's special features 
might have made it the cuckoo in the 
EEA nest. 

The No necessitates a time-consum- 
ing revision of the EC-EEA treaty 
meant to have come into force this 
month. 

Efta states will have to renegotiate 
funding of Ecu2bn over five years 
due to be channelled to the EC’s 
poorer regions under the terms of the 
EEA accord. 

According to initial indications, the 
six Efta states still in favour of the 
EEA are asking the EC to accept a 
simple reduction of the Swiss contri- 
bution. This has sparked hostility, 
above all from Spain. 

Other Efta countries have also, like 
Switzerland, witnessed a cooling of 
electoral enthusiasm about EC mem- 
bership. Because these Efta members 
will themselves be holding EC refer- 
endums during the next few years, 
farther Swiss-style setbacks cannot 
be ruled out. 

Public opinion in Sweden and Fin- 
land. both in the grip of severe reces- 
sion, has become less keen on the EC 
- reluctance which has probably 
been increased by the European cur- 
rency turbulence in the closing 


months of 1992 which led to large 
devaluations of the Swedish krona 
and the Finnish ma rkka. 

There are also considerable doubts 
whether the Norwegian electorate 
will give its blessing to the EC 
link-up. Memories are still strong of 
the Norwegian referendum rejection 
of EC membership in 1972. However, 
if neighbouring Denmark surmounts 
its problems over Maastricht with a 
Yes to the treaty in the new referen- 
dum being held thin spring, this will 

Austria, Sweden, Finland 
and Norway are to start 
talks over the next few 
months, with the aim of 
being EC members by 1995 

ease some of the public opinion obsta- 
cles confronting the other Nordic 


Despite the Swiss vote, the momen- 
tum towards EC enlargement is now 
unstoppable. The main reason behind 
Etta’s desire for full membership is 
political rather than economic. The 
EEA confronts Efta states with EC 
legislation over which they have no 
control. In a narrow financial sense, 
full EC membership will bring the 
Efta countries additional burdens. 

Because their per capita income is 
well above the EC average, all cur- 
rent EC applicants among the Efta 
states would be large net contribu- 


tors to the Community budget Bnt 
the wish to play a foil part in the 
political development of the Commu- 
nity - possible only If they are fully 
within it - appears to be paramount 

Even for Switzerland, which in the 
words of EC officials opted for “isola- 
tion" last month, the door to EC 
membership is not closed for all time. 
Mr Helmut Kohl, the perennially 
optimistic German Chancellor, 
believes that the Swiss electorate will 
eventually come round to accepting 
that joining the EC is in their conn- 
try’s best interests. 

For several reasons, the Nordic and 
Alpine countries on the EC fringes 
generally believe they would suffer 
disadvantages if the EC forged ahead 
without them towards greater politi- 
cal and economic integration. 

The inconveniences include the 
prospect of lower economic growth, 
as well as the likelihood that invest- 
ments and jobs would flow towards 
the EC core. 

The London-based Centre for Eco- 
nomic Policy Research last autumn 
estimated that membership of the 
EEA was likely to boost growth in 
Efta hy 5 per cent over the next few 
years. 

Most Efta nations - especially 
those with the status of neutral coun- 
tries - are much more wary about 
the idea of Europe moving towards 
full-scale political union, involving 
pooling of powers in areas such as 
defence or criminal law. But there is 


cept of greater political co-oper 
in fields such as immigration pi 
And the Nordic states - in spi 
and partly because of. the an 
turbnlence - are among Enii 
most fervent devotees of mom 
union. 

This enthusiasm is not shan 
Switzerland, in view of the S 
franc’s habitual hard currency st 
the Swiss are no more eager to g 
np for a single European cun 
than the Germans are their D-M 

With the anticipated entry o: 
Efta states in the mid-1990s, the 
enlargement process will still 
long way from complete. Hun 
Poland, the Czech lands and Sloi 
are waiting in the wings, \ 
Malta. Cyprus and Turkey have 
ger-s tending applications. How 
all these states in the ante-room 
certainly have to wait until the 
century before they can accede ta 
membership. 

In the meantime, they have 
choice but to persist along the 
path of restructuring their econo 
and overhauling their political i 
tutions. The uon-Efta applicant 
tiie EC above all as a means of 
storing their economies and em 
aging financial transfers from 
wealthier countries of Europe. 
EC, however, views member 
chiefly as a reward for econi 
achievement, rather than as a tin 
dition for it. 

All these poorer states fact 
uncomfortable, somewhat parai 
cal, truth. Before they can 
Europe's rich man’s clnb, they 
have to become richer tt 
selves — by registering np i 
decade of hlgher-than-ave; 
growth. 


at constitutional problems if 
Emu is not accompanied by 
Epu. They say it would be mis- 
taken to transfer responsibility 
for one aspect of economic pol- 
icy - monetary affairs - to a 
supranational institution, 
while leaving the rest in the 
hands of national govern- 
ments. Since monetary policy 
decisions of the European cen- 
tral bank in these circum- 
stances are not likely to be co- 
ordinated with national eco- 
nomic policies, they may pro- 
duce undesirable effects.' More 
fundamentally, European cen- 
tral bank actions may infringe 
national powers to shape eco- 
nomic policy. 

This reasoning is rooted in 
the Keynesian view that cen- 
tral bank actions influence 
aggregate economic activity. 

Alternatively, one may pos- 
tulate that a central bank's 
only job is to provide sound 
money, and that this is a goal 
to which all other economic 
policy objectives are subordi- 
nate. This is why prudent soci- 
eties put responsibility for 
monetary policy in the hands 
of an independent central 
bank. It does not make much 
difference in this context 
whether the central b ank oper- 
ates autonomously wi thin one 
country, as the Bundesbank 
has done for many years, or on 
a supranational level as tbe 
European central h ank would. 

Thus, there is little reason to 
a s sum e that monetary policy 
cannot be conducted effec- 
tively unless Emu is accompa- 
nied by Epu. On the contrary, 
Emu without Epu might repre- 
sent a superior institutional 
framework for price stability. 

In Emu without Epu, policy- 
makers will have a much bet- 
ter chance of accepting the fad 
that monetary policy is no lon- 
ger within their grasp. In most 
European countries, national 
control over monetary policy 
has long been an illusion; 
under EMS rules, Germany's 
partners have to follow the 
course of the Bundesbank. 

In Emu they will be better 
off. While the central bank 
continues to be out of their 
reach, they win be feced with 
monetary policies set by a 
supranational institution, 
rather than by an individual 
foreign central hank 

If monetary policy is trans- 
ferred to a supranational level 
it will, after all, be largely 
depoliticised. With its formal 
status of autonomy, the Euro- 
pean central hank would be in 
a good position to live up to its 
task: providing sound money 
for the citizens of Europe. 

Hana-Petar FrOhnch <e senior a cone- 
hwflttt tier dautxtwn Wrf- 
ocnan, Cologne. 
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Edwird Heath (UK). Prime 
minister 1070-74. Sturdy supporter 
of Euro-integration. Took Britain 
into EC In 1973 


Helmut Schmidt (Germany). 
Chancellor 1874-*2. Co-archHect 
with Vatery Giscard d'Estaing of 
European Monetary System 


Roy Jenkins (UK). European 
Commission president, 7877-6T, 
Championed EMS to stabilise 
European currencies 


King Juan Carlos (Spain). On the 
throne since T975. Pivotal figure 
in re-establishing Spanish 
democracy 


Marto Soares (Portugal). Helped 
brfng in civilian rate as prrme 
minister alter military ousted. 
President since 1986 


Margaret Thatcher (UK). Prime 
minister. 1979-1990. Opposed 
supranational Europe, but took 
Britain into ERM 


Jacques Delors (France). 
Commission president since 1985. 
Emu hopes dented. But success 
with single market 


Helmut Schtesinger (Germany). 
President since 1991 of Europe's 
da facto central bank - the 
Bundesbank 
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Ian Davidson surveys Europe’s 40-year route march towards a friendly union of historic enemies 

It started with coal, iron and steel 


TRADE liberalisation has 
consistently been the most suc- 
cessful aspect of the process of 
European integration, and the 
Single European Market brings 
it to a triumphant conclusion. 

Paradoxically, however, 
Europe’s political leaders have 
always, just as consistently, 
aspired to carry European Inte- 
gration into the superior 
uplands of high politics. In a 
sense, the history of the Euro- 
pean Co mmuni ty is mario up of 
the antithesis and alternation 
between these two themes. 

From the beginning, the 
founder members of the Euro- 
pean Community believed that 
they were engaged in an essen- 
tially political enterprise, mid 
they made repeated attempts 
to put flesh on these aspira- 
tions. Yet, their efforts to build 
an integrated Community with 
an explicitly political character 
have run into repeated difficul- 
ties. 

By contrast, the negotiation 
of the removal of barriers, and 
the progressive liberation of 
trade turned out to be surpris- 
ingly quick and easy, first in 
the inaugural 1960s, and again 
in the past seven years. 

The political aspirations of 
the high priests of European 


integration are apparent in the 
names they use: the Brussels- 
based organisation started out 
as the European Economic 
Community; it then became 
simply ffie European Commu- 
nity, and now in the Maas- 
tricht Treaty it is renamed sim- 
ply the European Union. 

Yet. the title which best 
matehaa its most unquestion- 
able achievements is the unof- 
ficial name long used by most 
ordinary people: the Common 
Market 

Even as they were embark- 
ing on economic integration, 
the founding member states 
aimed to give their enterprise 
an explicitly political charac- 
ter. The Schuman Plan of 1950 
broke new ground in economic 
cooperation and trade libera- 
tion, by bringing the coal and 
steel Industries of the Six 
member states under common 
rules; but the ulterior purpose 
of this new economic enter- 


prise, as described at the time 
by French foreign minister 
Robert Sch uman, was mainly 
political, to make war between 
Fiance and Germany not only 
"unthinkable but materially 
impossible". 

Similarly, when the Euro- 
pean Economic Community 
was formed at the end of that 
decade, the central treaty 
responsibility of Walter Hal- 
lstein, the first president of the 
European Commission, was to 
oversee the removal of internal 
pnrtnmg duties the instal- 
lation of a common external 
tariff. But his constant refrain 
was: "We are not in business, 
we are in politics.” 

This antithesis between the 
political and the economic has 
meant that the history of the 
European Community has 
been marked by an alternation 
between attempts to get into 
overtly high politics, and low- 
er-key phases of economic reg- 


ulation and liberalisation. 

Repeatedly, the political 
leaders from the six founding 
member states have tried to 
accelerate the pace of events, 
by building a new European 
bridgehead on the high ground 
of politics. Just as repeatedly, 
their political projects found- 
ered. Bat each time they fol- 
lowed up their political defeats 
by new and usually successful 
initiatives in the field of eco- 
nomic or trade liberalisation. 

This antithesis between high 
politics and pragmatic trade 
liberalisation has been the 
most consistent single theme 
in the r unning policy debate 
between the members of the 
Community, and it has regu- 
larly pitted the United King- 
dom against the original Six. 
Indeed, that argument, which 
is still going on today, is the 
central key to the Communi- 
ty’s development 

In the post-war negotiations 


which led to the creation of the 
Paris-based Organisation for 
European Economic Coopera- 
tion (now the Organisation for 
Economic Cooperation and 
Development), Britain opposed 
the supranational ideas 
advanced by France, hi effect 
Britain won. because the 
OECD is still a loose organisa- 
tion of sovereign states with- 
out supranational powers. 

Bat the argument did not 
end there. The next time it was 
the French who won. since the 
primary characteristic of the 
Gist European Community, the 
European Coal and Steel Com- 
munity (ECSC) founded in 
1951, was that It had a High 
Authority with significant 
supranational powers. The 
British stayed away, bat the 
Six went ahead. 

Euphoria over the launch of 
the ECSC caused the Six, and 
especially the French, to 
underestimate the difficulties 


of political integration. When 
the Korean War broke out in 
1950, and America pressed for 
the re-arming of West Ger- 
many, the Six threw them- 
selves enthusiastically into 
negotiations fbr the creation of 
a European army. These con- 
cluded in 1952 with the signa- 
ture of a treaty fbr a European 
Defence Community, from 
which the British again stood 
aside; but after long and 
fevered debates in France, the 
BDC treaty was eventually 
rejected in the French National 
Assembly in 1954, through the 
combined opposition of the 
Owningts and the Communists. 

The defeat of the EDC caused 
a major psychological shock 
ambng the Six. But the 
momentum behind the Euro- 
pean idea was nevertheless so 
strong that they quickly devel- 
oped another new initiative, 
for a Common Market They 
negotiated the Treaty of Rome 


in 1955-57, and launched the 
European Economic Commu- 
nity (EEC) in 1958. Once again 
the British stayed away. 

This was the moment when 
the Six finally began to find 
the right balance between poli- 
tics and economic liberalisa- 
tion, between pre-ordained 
objectives and future policy 

making 

In one sense the Rome 
Treaty was obviously an 
attempt to compensate for the 
failure of the Defence Commu- 
nity, by launching a more cau- 
tious initiative at the work-a- 
day level of trade liberalisa- 
tion. 

But the originality of the 
EEC was that it embedded the 
first policy objectives of the 
Rome Treaty, the elimination 
of internal tariffs and the cre- 
ation of a customs union over 
a 12 -year transition period, in 
an ingenious machinery of 
common institutions, so as to 


enable this new Community to 
improvise in the world after 
the customs union. 

hi practice, the removal of 
customs tariffs proved remark- 
ably painless. The French had 
feared that their industry 
would be unable to compete 
with that of Germany; that was 
why they insisted from the out- 
set that the industrial customs 
union must be balanced by a 
common agricultural policy. In 
the event, their fears proved 
groundless: like the other 
member states, their economy 
was buoyed up by the rapid 
growth of the 1960s, and the 
Six were able to complete their 
customs union in raid-1968, a 
year ahead of schedule. 

The irony of this thriving 
Common Market was that it 
became the back-drop fbr a re- 
run of the old battles between 
nationalists and supranational- 
ists. This time, however, it was 
France in the person of Presi- 
dent Charles de Gaulle which 
championed the nationalist 
cause from within; while the 
British, who had refused mem- 
bership when it was freely 
available, now wanted to join 
but were refused entry by the 
French. 

□ Continued on Page 6 
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We've Always 
Aimed To Be 
The Most 
Predictable 

Delivery 
Company 
In Europe 
Now There's 
Nothing 
Stopping Us. 


— The Europe of 1993 cherishes its local — - 
customs as much as evec 
Which is why despite all the talk, 
the new Europe seems remarkably like the old. 
But on the roads and in the skies 
a quiet change has taken place 
UPS is now trusted to deliver more packages 
across Europe than any other company 
Because, whether you send them Express 


or use our more economical Expedited services, 
your shipments always arrive with 
UPS predictability 



In short. 


they arrive when we tell you they wilL 
And this predictability can only increase in 1993. 
Thanks to the loss of a few local customs 
even Europe felt it could do without 





As sure as taking it there yourself. 
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THE TOP TEN EUROPEAN COMPANIES BY MARKET CAPITALISATION ON SEPTEMBER 30 1992 


insurance 


Ranking 

1932 company 


Martel 
capo* Sra 


1 Royal Dutch/Shell 
3 Glaxo Holdings 

2 BT 

5 Unilewar pIc/NV 

8 Nestle 

IS Roche Holding 

6 Allianz Holding 

9 Siemens 

IS BAT Industries 
12 Deutsche Bank 
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Liberalisation will 
be a slow process 


Tony Jackson looks at the development of industrial and competition policy 

A house with glass walls 


“The intellectual father of the 
single market. Lord Cockfield, 
once said that if all had known 
how much more competition the 
single market would result in, 
European industry and, surely. 
European governments would 
have been against it” - Martin 
Bangemann, EC industry com- 
missioner. 

F OR THOSE who believe 
that Europe should have 
an industrial policy, the 
beauty of the single market is 
that it represents such a policy 
in itself. In a unified market, 
runs the argument, companies 
can no longer hide their ineffi- 
ciencies behind national barri- 
ers. Forced to operate on a 
truly competitive European 
stage, they thus enter a Dar- 
winian process which produces 
regional champions capable of 
taking on the world's finest 
There will, of course, be 
casualties along the way. But. 
runs the argument, there 
should be at least as many 
winners as lasers. The removal 
of trade barriers is in itself an 
important stimulus to eco- 
nomic growth, which will - in 
theory - make good any dam- 
age suffered by industry as a 
whole through increased com- 
petition. 

However persuasive this 
argument, it suffers in the 
short term from two serious 


snags. First, far from enjoying 
immediate economic growth, 
the single market starts life in 
a fairly severe recession. It is 
unusually hard to be sure how 
long tbis will last or how 
severe it will prove. If only 
because it is partly due to the 
one-off effects of German unifi- 
cation. 

Second, some of Europe's 
basic industries - steel in par- 
ticular - are suffering the 
effects of the wider structural 
change in eastern Europe. It is 
again hard to be sure how long 
the influx of cheap manufac- 
tured commodities from the 
east will last But there is room 
for pessimism. If a steel mill or 
petrochemical plant is not 
going to be replaced, it can be 
run purely for cash rather than 
profit. This is a particularly 
attractive option if the cash 
comes in the form of much- 
needed hard currency and the 
plant is relied upon for holding 
a community together. 

Additionally, the single mar- 
ket will have the effect of 
exposing industry to greater 
competition from the indus- 
trial giants of the US and 
Japan. So it is not hard to see 
why it is viewed with mixed 
feelings by some European 
industrialists. In many cases, 
the net result is bound to be a 
competitive squeeze on profit 


margins. This raises the imme- 
diate question whether over- 
heads and manning levels need 
to be squeezed as well. 

This may be happening 
already. By the end of last 
year, the list of multinationals 
announcing large-scale job cuts 
In Europe was lengthening 
ominously. Part of this, how- 
ever, was a conventional reac- 
tion to recession. Furthermore, 
Job losses in the European car 
industry, for instance, must be 
seen in the context of contin- 
ued controls on Japanese car 
imports until the year 2000. 

Again, the 13,000 European 
job losses announced last 
month by IBM are a reminder 
that at least some European 
markets were exposed to the 
full force of international com- 
petition all along. 

But there seems little doubt 
that as companies integrate 
their production around 
Europe - whether to take 
advantage of the single market 
or to protect themselves from 
its pressures - systematic job 
losses will result The result, 
Mr Percy Bamevik, president 
of the engineering giant ABB, 
told the FT earlier this month, 
could be a shake-out of labour 
comparable to that seen in 
agriculture earlier this cen- 
tury. 

Another element of indus- 


trial restructuring is to be 
expected as well. Mergers and 
joint ventures in European 
industry are by no means new: 
they are a consequence of 
industrial globalisation. But 
they are also a logical response 
to the challenges brought by 
the single market. 

It is not easy to specify the 
extent to which these mergers 
have been due to the single 
market. The European food 
industry, for instance, has seen 
a particularly high level of 
takeover and merger in recent 
years, with multinationals 
such as Unilever, Nestld and 
BSN increasing their domi- 
nance, and mere national play- 
ers looking increasingly vul- 
nerable. But this is largely the 
result of developments within 
the industry itself, such as the 
Increased readiness of consum- 
ers to sample foreign food. 

It is worth remembering that 
some of Europe’s most impor- 
tant markets are not much 
affected by the single market. 
The pharmaceutical industry 
still has to satisfy the medical 
authorities in each EC country 
separately before it can sell 
new drugs. Airlines are still 
greatly restricted on the routes 
they can fly within the EC. 
Car-makers’ protection from 
the Japanese will last until the 
end of the century. The steel 


industry is still protected and 
subsidised in many EC coun- 
tries. 

But in the long run, there is 
□o doubt of the implications 
for industrial structure. The 
domestic market for individual 
European companies is becom- 
ing inexorably bigger. Another 
powerful stimulus for change 
comes through the gradual 
opening up of government con- 
tracts to competitive tender 
from companies from other EC 
countries. European industry 
is bound to respond by becom- 
ing leaner and larger. 

One of the most important 
determinants will be EC com- 
petition policy. Sir Leon Brit- 
tan, head of the competition 
directorate until the end of last 
year, was seen as a champion 
of the British preference for 
unfettered competition. His 
successor, the Belgian socialist 
Mr Karel Van Miert, may come 
under greater pressure to pro- 
mote a more French-style 
industrial policy, perhaps 
favouring regional champions 
through merger and acquisi- 
tion. 

Certainly, if the worst fears 
about the risks of the single 
market are realised, the clam- 
our from Europe's industrial- 
ists for a more interventionist 
approach on restructuring can 
only become louder. 


THE legal framework for a 
single European insurance 
market is now firmly in place 
but it will take years - posst- 
bly decades - for genuine lib- 
eralisation to occur. 

Differences in taxation and 
contract law constitute real 
obstacles to cross border trade, 
especially in life, home and 
motor insurance. 

After moving at a faster rate 
than many would have pre- 
dicted three years ago, the 
European Commission has this 
year approved a raft of direc- 
tives aimed at liberalising the 
market for both life and non- 
life insurance. 

The legislation, which gov- 
ernments must implement 
from 1994 onwards, will open 
Europe's most protected mar- 
kets to more competition and 
represents a victory for advo- 
cates of greater liberalisation. 

Under the "single licence", 
insurers from any member 
state will be free to trade in 
any other member state, under 
home country rules. 

At the same time EC mem- 
bers are now committed to dis- 
mantling the vestiges of the 
highly regulated regime. For 
example, governments cannot 
demand prior approval of pol- 
icy conditions or premium 
rates or require companies to 
invest In a particular category 
of assets. That could have an 
important impact on insurers 
in Germany, Italy and Bel- 
gium, for example, where the 
motor insurance market is 
highly regulated. 

Even so, genuine cross-bor- 
der trading is still some way 
off. Insurers In different mem- 
ber states operate under very 
different tax rules. Most conti- 


nental countries allow insurers 
much more freedom to build 
up tax-free reserves, while the 
room for manoeuvre of UK 
companies in this respect is 
still sharply circumscribed. 
Some life insurers must pay 
taxes on premiums, others do 
not. 

Variations in legal regimes 
and the l aek of a single con- 
tract law system will also hin- 
der trade in insurance. Accord- 
ing to London solicitors Lovell 
White Durrant "the diversity 
of contract law means that any 

‘The diversity of contract 
law means that any 
comparison of one 

insurance product with 
another becomes 
unbelievably 
complicated for the 
layman* 

comparison of one insurance 
product with another becomes 
unbelievably complicated for 
the layman". 

Penetration of some markets 
- especially those such as the 
German. French and Italian, 
where retail networks are dom- 
inated by extensive networks 
of tied agents, selling tbe prod- 
ucts of just one company, 
rather than independent bro- 
kers - will be tough. 

So Car Europe’s biggest mar- 
kets - the UK, France, Ger- 
many and Italy - are still 
dominated by domestic compa- 
nies. although some players 
are now beginning to win sig- 
nificant shares of neighbouring 
markets, either through out- 
right acquisition or by the pur- 


chase of significant share 
stakes. 

Germany's Allianz has an 
important share of the Rafian 
market through its acquisition 
of RAS, while France's Assur- 
ances Generates de France 
(AGF) could eventually- win 
important influence in tbe Ger- 
man market if its current 
attempts to control Aachener 
and Muenchener - Germany’s 
third biggest insurers - are 
successful. 

France’s privately-owned 
Victoire has also made Impor- 
tant headway by acquiring 
Colonia, Germany’s second big- 
gest insurer, in 1983. Victoire is 
currently engaged in a long 
drawn-out battle with its 
nationalised rival. Union des 
Assurances de Paris, for con- 
trol of the company and a 
string of other European com- 
panies to which it is linked. 

Elsewhere Italy's Generali qs 
well as several French, Swiss, 
German and Dutch companies 
are expanding in the rapidly 
growing Spanish and Portu- 
guese markets, while AGF is a 
dominant player in the Irish 
market. 

Companies, such as Switzer- 
land's Zurich and Winterthur, 
and Germany's Allianz have 
built up strong shares of the 
continent's market for com- 
mercial risks business (the pol- 
icies bought by larger indus- 
trial and financial companies!. 

By contrast UK companies 
have recently made relatively 
little impact in Europe, 
although Commercial Union's 
Delta Lloyd subsidiary has an 
important share of the Dutch 
market 

Richard Lapper 
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RESPONSE- ranks of Peugeot and Citroen await export In a field near Calais, France 
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CHALLENGE: Toyota cars for export waiting to be loaded on to a ship at the Toyota Nagoya Wharf Centre, Japan 

David Dodwell gauges the Community’s protectionist leanings 

A free trade area but . . . 
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TBE creation of the single 
market has for several years 
aroused fears that the world is 
poised to collapse into compet- 
ing trade blocks. Fears have 
been inflamed by the recent 
progress towards a North 
American Free Trade Area. 
With apologies to Mark Twain, 
reports of the death of free 
trade have been greatly exag- 
gerated. 

However, the dangers of 
Europe turning inward should 
□at be dismissed out of hand, 
although these have been 
linked more with the wider 
evolution of the EC than with 
the creation of the single mar- 
ket as such. 

There is inside the EC a 
north-south divide which sepa- 
rates northern members who 
are keener to encourage free 
trade from southern member 
states with strong protection- 
ist tendencies. For example, 


the large number of French 
companies with state invest- 
ments inhibits free trade 
within that market for a num- 
ber of products. So do policies 
in Italy favouring local manu- 
facturers. 

State supports for strategic 
industries, or “national cham- 
pions”, and government pro- 
curement rules that keep for- 
eign competitors at bay are 
also born out of protectionist 
reflexes. 

These reflexes have been 
stiffened towards countries 
outside the wider European 
region as EC member states 
have realised that, for reasons 
of political as much as eco- 
nomic security, countries In 
eastern and central Europe 
must be given improved access 
to the EC market. So far, 
offers of Improved market 
access to the former Comecon 
countries have been derisory. 


and even these have been 
eroded by dumping actions 
against some of the more suc- 
cessful exporters from Poland 
and Czechoslovakia. But in 
due course they are likely to 
be improved. 

The high level rtf trade con- 
ducted within the community 
- it averages about 60 per 
cent, and peaks at 75 per cent 
with Portugal - makes trade 
with other parts of the world 
less significant than for coun- 
tries in other regions. By com- 
parison, the US relies on the 
north and south American 
region for just 35 per cent of 
its exports, while Japan sells 
36 per cent of Its exports in 
the Asia-Pacific area. 

However, this does not mean 
a “Fortress Europe” is a par- 
ticularly attractive option to 
most EC industries. Unlike 
countries elsewhere, those in 
Europe are unusually depen- 


dent on international trade. 
Germany’s exports account for 
26 per cent of its GDP - not 
far from the EC average - 
while Ireland's exports 
account for 56 per cent of 
GDP. This compares with just 
7.4 per cent for the US, and 9.4 
per cent for Japan. 

For countries so heavily 
dependent an international 
trade, EC member states have 
as much to fear from compet- 
ing trade blocks as any. The 
emergence of the North Ameri- 
can Free Trade Area - 
embracing the US, Canada pud 
Mexico - and of a wider west- 
ern hemispheric trading 
region given form by President 
Bash’s Enterprise for the 
Americas initiative, has given 
EC exporters clear warning of 
the price that could be paid for 
raising protectionist walls 
around Europe. At present, 
neither the single market nor 
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Europe’s 40-year march to unity 


□ Continued from Page 9 
In 1961-82 de Gaulle tried to 
emasculate the European Com- 
munity with a new inter-gov- 
ernmental Treaty restoring 
political authority to the mem- 
ber states. And in 1965 he 
returned to tbe fray, with a 
frontal attack an the principle 
of majority voting under the 
Rome Treaty. Neither attack 
succeeded: but tbe second left 
tbe Community bruised and 
politically traumatised. 

This political trauma lasted 
long after de Gaulle left the 
scene in 1969. For the euphoria 
of the rapid economic growth 
of the 1960s gave way to Euro- 
pessimism in the 1970s and 
early 1930s. 

The international monetary 
system was thrown off balance 
by the US abandonment of 
Bretton Woods in 1971. The 
world economy was thrown 
into stagflation by the two oil 

crises of 1974 and 1979. And 


inside the Community, it 
became apparent that tariff lib- 
eralisation was only the first 
step towards a free market; 
member states were compensa- 
ting for the slow-down with 
national regulations, state sub- 
sidies and Industrial policies 
whose purpose and effect was 
protectionism. 

The Community attempted 
to grapple with the conse- 
quences of the slow-down, by 
searching for a follow-on pro- 
gramme for the customs union. 
In 1969 it issued a declaratory 
call for an Economic and Mon- 
etary Union In Europe, and 
again in 1972; but in practice 
nothing became of the idea. 

It was not until the end of 
the decade that Europe began 
to recover its inventive energy. 
In 1979, President Giscard d’Es- 
taing of France and Chancellor 
Helmut Schmidt of Germany 
provided their solution to the 
instability of the international 


monetary system, with their 
scheme for a European Mone- 
tary System (EMS), which has 
since become the basic build- 
ing block of the more recent 
plans for Economic and Mone- 
tary Union. 

Five years later fin 1985) the 
Twelve resolved that they 
must after all settle down to 
turning the customs union into 
a true Common Market, by 
removing the many remaining 
non-tariff barriers and other 
obstacles to complete commer- 
cial freedom. 

Mrs Margaret Thatcher, the 
then British prime minister, 
saw the Single European Act 
as an attractively free-trade 
alternative to the more politi- 
cally ambitious projects which 
France and Germany seemed 
to be promoting. 

But as so often in the EC, 
Mrs Thatcher’s ideological vic- 
tory in favour of simple free 
trade turned out to be more 


incomplete and more treacher- 
ous than she may have hoped. 

The immediate price of a 
commitment to a single Euro- 
pean market, with its four free- 
doms for goods, persons, ser- 
vices and capital, was a 
significant enlargement of the 
role of majority voting. The 
deferred price, was that the 
logic of the single market 
paved the way for the Delors 
report, which in turn paved the 
way for the Maastricht Treaty 
and the programme for Eco- 
nomic and Monetary Union. 

These latest grand schemes 
have not necessarily been any 
better designed than the EDC 
of 1952, and they may collapse 
under their own weight. But 
the central fact about the 
Maastricht treaty is that it is 
an attempt to unite, at a high 
level, the political and the eco- 
nomic themes of European 
integration. 


Nafta need take a protectionist 
form. But they provide the 
institutional means for this to 
happen if the mood should 
change. 

For these reasons, it Is not 
surprising that Europe’s trad- 
ing partners have refused to 
dismiss the danger of emer- 
gent protectionism around the 
creation of the single market 
Japanese foreign investment 
In Europe surged during the 
second half of the 1980s as 
companies pre-emptively 
established a production capa- 
bility inside the EC. 

Some of this was doubtless 
triggered by the new opportu- 
nities arising oat of the cban«» 
the single market provides to 
serve so large an integrated 
market from just one or two 
locations. But some was al«n 
lust in case” investment, to 
avert the danger of losing 
access to important markets if 
the single market raised effec- 
tive protection around the EC. 

A perverse consequence of 
this flood of inward invest- 
ment has been to divert invest- 
ment from European countries 
ontside the EC, in particular 
the Efta countries. It is this - 
coupled with the fact that the 
Efta group relies on the EC for 
two thirds of its exports - 
that has encouraged countries 
snch as Sweden to press so 
urgently for full EC member- 
ship. 

However, obsession with the 
protectionist dangers of the 
single market have clouded 
the trade-liberalising conse- 
quences of the change. Compa- 
nies in each EC member state 






]6ptal Imports: $1,45fc6btv' 



that have in the past been 
hampered by national barriers 
to trade are set to see almost 
all institutional obstacles fall 
to free trade across the whole 
community. 

Exporters to Europe which 
currently have to deal with L 2 
different sets of export docu- 
mentation, negotiating market 
access, and distribution 
arrangements country by 
country, will from January 
have to jump just one set of 
hurdles. Once goods land in 
one EC country, they can be 
moved freely across a market 
of 344m people, without bor- 
der controls, or other checks, 
providing a marvellous oppor- 
tunity to rationalise and 
improve distribution. 

In due course, standards of 
all kinds will be harmonised, 
whether for regulations for 
electricity sockets, safety stan- 
dards or food additives, giving 
exporters and domestic manu- 
facturers the same consider- 


able scope to simplify produc- 
tion and packaging arrange- 
ments. 

But whether or not the sin- 
gle market will raise or lower 
effective protection will also 
depend heavily on the outcome 
of the long-delayed Uruguay 
Bound of talks aimed at reduc- 
tion of barriers to interna- 
tional trade. 

The outcome of these talks, 
which have crept inconclu- 
sively forward for six years 
remains uncertain. 

But in so far as the draft 
agreement published a year 
*8°, and negotiations up to the 
rad of 1992, provide a guide, 
the Uruguay Round would 
reduce protection in farm 
trade, cut tariffs in a number 
of industrial sectors to zero, 
set a 10 year timetable tor dis- 
mantling protection in textiles 
and garments, and open up a 
number of service industries 
- including banking and 
insurance, audio-visual ser- 


vices and shipping 

The Uruguay Round would 
set stricter rules for deciding 
whether or not an exporter to 
the EC is damping. This will 
be of particular importance to 
Japan, the Asian “tigers”, and 
the liberalising countries of 
cratral Europe, since the EC, 
with the US, is quick to fake 
anti-dumping actions to pro- 
tect domestic industries that 
are Inefficient, vulnerable, or 
simply powerful. 

But neither the Uruguay 
Round, nor the establishment 
of the single market, will over- 
night remove all Inconsisten- 
cies in trade policy between 
EC member states. It will take 
at least six months for. 
national quota arrangements 
for banana Imports to be har- 
monised. Rationalisation of 
textiles quotas, quotas on 
shoes and bicycles, and of 
“voluntary restraint agree- 
meats” on imported cars may 
take longer still to sort out 
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Deferrals and omissions 
make progress patchy 


THE Single market was alwava 

be a Patchwork. 
Nobody ever expected a flaw- 
l^s barrier-free area to take 
shape at midnight on Decem- 
ber 31, 1992, however much the 
politicians like to say that it 
has. 

Instead, the single market 
has been an evolutionary pro- 
pamine of measures, with dif- 
ferent elements coming into 
force at different times. 

Many of the most Important 
changes have already hap- 
pened. For example, exchange 
controls were lifted in eight 
countries - all except Portu- 
gal, Ireland, Greece and Spain 
- by July 1990. 

The first legislation to open 
up the market for public pro- 
curement, worth is per cent of 
the European Co mmuni ty^ 
gross national product, came 
into effect as early as the 
beginning of 1989. Graduates’ 
qualifications have been recog- 
nised across all 12 member 
states for the past two years. 

But in spite of the surprising 
speed with which the Euro- 
pean Commission and member 
states have worked to adopt 
and enforce single market leg- 
islation there are still some 
notable gaps, which it will take 
many years and much political 
negotiation to fill. Broadly, 
they divide into three areas: 
delays, deferrals and omis- 
sions. 

• Delays: These are the mea- 
sures which have not taken 
full effect even though they 
have been adopted by member 
states, because they have yet 
to be properly implemented or 
transferred into national law. 

Such delays are occurring in 
all areas of single market law. 
According to some analyses, 
less than 50 per cent of Lord 
Cockfield's 280 or so measures 
have been transferred into the 
national law of all 12 member 
states. 

Commission officials play 
down this figure. They point 
out that the original legislation 
makes clear that all adopted 
measures come into force on 
January 1, 1993, even if they 
have not been transferred into 
national law. 



Thus, consumers or traders 
who believe that they are 
being deprived of the benefits 
of the single market by their 
government's sluggishness can 
take the national authority to 
court. 

More wonylngly for the bar- 

In practice, EC business 
is already upset about 
the burdens allegedly 
imposed by the 
transitional system 

rier-free market, efficient mem- 
ber states - such as Denmark, 
which has transposed more 
than % per cent of the relevant 
legislation - could theoreti- 
cally block the Import of goods 
manufactured under rules 
which bad not been altered to 


conform with single market 
law. 

• Deferrals: The single mar- 
ket Is riddled with deferrals - 
or “derogations" in EC jargon 
- usually written into legisla- 
tion to ease a political agree- 
ment, or because it will take 
time to implement a measure. 
Frequently they apply only to 
one or two member states, 
sometimes to a specific indus- 
try. 

The most obvious example is 
the “transitional" system for 
collection and administration 
of value added tax (VAT). 
Member states agreed a system 
which allowed border controls 
to be abolished on January 1. 
But this is, in theory, only a 
temporary measure, and the 
Commission still envisages the 
installation of a permanent 
VAT system in 1997. 


Under this permanent sys- 
tem businesses would benefit 
from the same advantages as 
consumers, who can now buy 
all goods, except cars and mail- 
order items, at local VAT rates. 
In practice, EC business is 
already upset about the bur- 
dens allegedly imposed by the 
transitional system, and may 
resist another change as early 
as 1997. 

Other important derogations 
include: freedom for insurance 
companies to set up and do 
business across the Commu- 
nity (July 1994}; the “single 
passport” for stockbrokers and 
banks to deal shares across the 
EC (January 1996, with banks' 
access to exchanges in Spain, 
Portugal and Greece delayed 
still further); and open compe- 
tition for airlines, which have 
been able to set any fere they 
want from January 1, but will 
not be able to fly any route 
they choose (including “domes- 
tic” flights in one member 
state) before April 1997. 

• Omissions: These are areas 
which are usually so sensitive 
that member states have been 
unable to agree. In most cases 
they were not even part of the 
single market programme; 

• Energy. Energy liberalisa- 
tion was excluded from the 
1985 Cbckfield white paper, and 
recent discussions on how to 
open up gas and electricity 
markets have led nowhere. 

Member states have already, 
albeit reluctantly, agreed to 
allow some cross-border transit 
of electricity and gas, and 
some countries fevour linked 
proposals to improve the trans- 
parency of companies' 
accounts and end monopoly 
rights over electricity produc- 
tion and the construction of 
energy networks. But they 
balk at the idea of giving con- 
sumers the right to buy their 
energy from any supplier in 
the EC. 

Commission proposals 
should have given large users 
the right to “third party 
access", as it is known, from 
January l. with the possibility 
of small users being granted 
the benefits from 1996. But the 
UK, the EC’s strongest advo- 



Pylons on Hie UK’s national grid: recent discussions on how to open up gas and electricity markets have led nowhere 


cate of energy liberalisation, 
ran up against heavy opposi- 
tion during its presidency of 
the Community and the mea- 
sures have not been agreed. 

• Telecoms. The Commission, 
often using special powers to 
override EC members' objec- 
tions, has already pushed 
through measures to liberalise 
the EC market in telecoms ser- 
vices and equipment. But it 
has fought shy of putting pres- 
sure on member states to liber- 
alise the most obvious area - 
ordinary phone calls. 

A long-awaited review of the 
sector, published by the Com- 
mission in October, pointed out 
that the cost of cross-border 

Progress has been 
slowest in company law 
as member states see 
this as less vital than 
was originally thought 

telephone calls in the EC was 
excessive but said there would 
have to be yet more consulta- 
tion with the industry and con- 
sumers before legislation could 
be introduced. 

• Postal services. Moves to 
open up mail services to com- 


petition are lagging behind lib- 
eralisation of the telecoms sec- 
tor, but the story is roughly 
the same. A discussion paper 
produced by the Commission 
last May stepped back from 
suggesting immediate liberalis- 
ation of mail services, although 
in due course Brussels may 
produce legislation to open up 
direct mail, cross-border and 
express postal services. 

• Company law. This is the 
area of the single market white 
paper where progress has been 
slowest. That is not because 
the measures under consider- 
ation are particularly sensitive 
- although Britain, among 
others, objects to clauses on 
worker participation - but 
because member states seem to 
have decided that such legisla- 
tion is less essential than Lord 
Cockfield and his colleagues 
originally thought. Even 
moves to agree a voluntary 
European Company Statute for 
multinationals have stalled 
over the last year, while a mea- 
sure to harmonise takeover 
procedure across the Commu- 
nity has been dropped alto- 
gether. (See separate article.) 

• A single currency. This is 
so obvious that it is often over- 
looked. EC leaders agreed at 


Maastricht that a single cur- 
rency would be in place by 1999 
at the latest, but that "dead- 
line” is subject to ratification 
of the treaty by national parlia- 
ments and to strict economic 
criteria. 


Logic says that the Ecu 
would be an indispensable part 
of the single market; politics - 
notably in Denmark and the 
UK - could mean that it ends 
up the most important omis- 
sion of the lot. 
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start the day with a full breakfast. 


Among the many fine table traditions 
enjoyed in France, one is particularly suited to the 
taste of French decision-makers: les Echos, Frances 
leading business newspaper. 

The results of the 1991 European Business 
Readership Survey (EBRS) speak for themselves: les 
Echos is read by 61.4% of the country s top managers, 
M also put their trust in Enjeux les Ethos, the groups 
monthly magazine. So whether you have a product to 
sJ or you wish to raise your company's profile, now 
you know the best way to reach French executiivs m 
die morning, beside their croissants. 

les Echos 

JT e Business Daily 



IRELAND. 

EUROPE’S KEY LOCATION 
FOR INDUSTRY 

POWERED BY PEOPLE. 

The lifeblood of a country is its people. So white the rest of Europe worries about 
And Ireland has one of the youngest, growing old and greying, Ireland is in her 

brightest aid best educated populations. prime. 

With over half under 28 years of age - and a Providing a prime location for industry 
greater proportion of young graduates in already profitable for over 1000 international 

business and technology than any other companies, 

country in Europe. Powered by people. 

AIDA 

IRELAND 

MUST RIAL OEVtLOPJ**! MffMOMTV 

FwWomwta jtoaUbMtows tnemmUM In Maid contact DA Mand BE LONDON: inlaid Haute, 160 New Bond Su London WIY 0FE. 
Tel: (0711 6206641. MISTCHOMt (30)8706666. DUSSELDORF: (21 1)4360200. STUTTGART: (711)221468. NEW YORK: (212)972 1D0O. 
TOKYO: (3)32627821. HMd ONctc Wlun Paik Houm, WBen Ptaot. DuMn 2. Mand. Tot (01)686833 









VIM 


FINANCIAL. TIMES TUESDAY JANUARVJ9.W3 



THE EUROPEAN SINGLE MARKET 8 



THE idea that we are now in a 
new era of EC-wide consumer 
homogeneity would please con- 
sumer goods' brand managers 
everywhere - it would make 
life a lot more simple - but we 
are far from that. 

The member states of the 
European Community still 
have vastly differing national 
legislation on just about every 
facet of consumer life; every- 
thing from toy advertising to a 
legal definition of low alcohol 
beer has yet to be harmonised. 
And as bigger fish - such as a 
common currency, or common 
taxation policies - have yet to 
be fully fried, subsidiarity, the 
principle permitting decisions 
to be made at the lowest possi- 
ble level of community life, is 
likely to be applied with regu- 
larity when it comes to con- 
sumer matters. 

All manner of issues affect- 
ing not only consumer choice 
but manufacturing and export- 
ing plans have yet to be deter- 
mined. While the EC has aban- 
doned plans to compile “recipe 
laws” stipulating what a par- 
ticular product must contain, 
proposals on minimum stan- 
dards of food hygiene, labelling 
and the use of additives have 
yet to be agreed on. 

Some barriers have come 
down; a product legally avail- 
able in one member state must 
be allowed into the other 11 - 
which will pose problems in 


Matching consumers with products is the challenge facing corporation s , writes Gary Mead 

Variety remains the spice of life 


many areas, not least that of 
pornography. 

Other areas of as yet 
untested freedom of consumer 
choice -include the removal of 
restrictions on imports of duty 
and VAT paid goods. In the OK 
the law may swiftly be ren- 
dered absurd. The customs and 
excise have suggested import 
limits “for personal use" of 10 
litres of spirits, 90 litres of 
wine, 110 litres of beer and 800 
ciga r et tes ; any thing above that 
may be deemed for “commer- 
cial use” and thus subject to 
UK imposed duty. The restric- 
tions currently imposed on 
duty or VAT free goods will 
continue In place until June 30, 
1999. 

Given the discrepancies 
between duty levels in the UK 
and elsewhere in the EC on 
alcohol and tobacco, the single 
market's most Immediate effect 
in consumer terms may well be 
to give a boost to the vehicle 
rental businesses of south 
coast ports, as people rent 
trucks to stock up across the 
Channel. 

Some significant consumer 


legislation will take time to fil- 
ter through, particularly the 
EC's product safety directive - 
which applies from Jnne 1994 
- which states that goods 
must be safe during “normal or 
reasonably foreseeable use” 
and unlike current UK legisla- 
tion will also apply to second- 
hand products - threatening 
severely to dent the popularity 

Differences between the 
various member states 
are likely to defeat 
attempts to cajole them 
into homogeneity 

of car boot sales, one of the few 
growth areas of the UK econ- 
omy in recent times. All EC 
countries will be required to 
implement a scheme to with- 
draw dangerous products from 
the market. 

Another consumer-friendly 
piece of legislation will start to 
make itself felt In early 1993. 
an “eco-label" on domestic 
electrical products, showing 
that they meet certain energy 


and water efficiency criteria. 
Eventually this labelling Is 
expected to be carried by all 
manufacturers of such prod- 
ucts. 

Draft EC legislation on food 
claims in advertising is likely 
to be adopted by the Commis- 
sion early this year, and is 
expected to establish a general 
principle that claims should 
not be false or misleading. 
Claims made in food advertis- 
ing will have to be substanti- 
ated on the labeL Responsibil- 
ity for regulating claims will 
probably rest with delegated 
authorities of the member 
states. 

But these and other legisla- 
tive manoeuvres affecting 
advertisers and consumers, the 
sub-text of which sometimes 
appears to be the construction 
of a standardised consumer 
rather than a standardised con- 
sumable, need to be seen in the 
context of subterranean 
changes occuring in the fabric 
of European society. 

The differences between the 
various member states’ popula- 
tions, their habits and prefer- 


ences are likely to defeat 
attempts to cajole them into 
homogeneity. The EC is more 
complex in its internal divi- 
sions and perhaps more resis- 
tant to imposed legislative 
change than its Eurocrats 
might wish. 

For one thing , certain mem- 
ber stales are likely to show 
much faster population growth 
than others; some will con- 
tract According to the market- 
ing research or ganisa tion NTC. 
over the next 30 years the 
Netherlands' population is 
expected to increase by more 
than 13 per cent while Italy's 
will shrink by 7.4 per cent. 
Growth is expected in the UK. 
Portugal. Greece and France, 
while Ireland, Denmark, Spain. 
Germany and Belgium are all 
Likely to follow Italy’s down- 
ward path. 

Overlaying that are profound 
changes already at work in the 
structure of the family , none of 
which lend themselves to the 
positing of a pan-European pat- 
tern. While it is estimated that 
5 per cent of all families in the 




per cent of those are located in 
the north-west of Europe; in 
Denmark, more than 25 per 
cent of families with children 
are headed by a single parent 
A north- south divide exists 
within the EC over the nature 
of the family, with the tradi- 
tional famil y' structure holding 
up in the southern EC mem- 
bers. and crumbling in its 

Regional disparities 
present problems for 
companies marketing 
their products from a 
fixed global viewpoint 

northern. 

Moreover, other evidence 
suggests that while there 
exists a superficial appearance 
of homogeneity of certain 
important factors - such as 
personal disposable income - 
on a national level, regional 
disparities are cropping up 
throughout the EC. 

According to research by the 
Henley Centre for Forecasting 
(Frontiers 199111992). “the 


divergence in prosperity across 
European regions is often 
wider within countries than 
across them. Italians from 
Lombardy have a personal dis- 
posable income twice as high 
as that as of consumers in 
Campania or Calabria . . . con- 
sumers in the Balearics or 
Catalonia have 60 per cent 
more disposable income than 
consumers from Extremadura 
or Andalncia." 

Such regional disparities 
inordinately complicate the 
business plans of companies 
seeking to market their prod- 
ucts from a fixed global view- 
point. 

While it might make perfect 
cost sense to forge ahead with 
a pan-European television 
advertising campaign for a 
branded consumer item when 
looked at purely from intra-na- 
tional levels, it might be less 
attractive when it is realised 
that nationally-calculated fig- 
ures often disguise consider- 
able regional differences. 

The EC’s own data suggest 
that average per capita income 
disparities are widening; in the 


25 poorest regions of the SC ft 
fell to 56 per cent (from 57 per 
cent) of the EC average 
between 198068. while in the 25 
richest regions it grew to 137 
per cent (from 135 per cart). 

One of the central objects of 
Maastricht is the creation of 
common European citizenship. 
Large global corporations have 
been slowly adapting gtobally- 
aimed advertising strategies, in 
the belief that consumers the 
world over are gradually losing 
their differences. 

Up to a point that may be 
true. But the challenge for cor- 
porations within the single 
market wifi be highly compli- 
cated. First they mast under- 
stand the developing legisla- 
tive, economic, social and 
demographic distinctions 
within the single market - 

Then they need to finely 
tune their marketing decisions 
for successful communication 
via the plethora of new, highly 
fragmented, media outlets - 
particularly the continuing 
explosion of satellite and cable 
television channels, which, 
with the imminent technologi- 
cal revolution of digital com- 
pression. will mean even more 
broadcasting possibilities. 

Somewhere out there Is a 
consumer who perfectly 
matches your product. The 
growing problem will be identi- 
fying where they live and let- 
ting them know you, too, exist 


J. 



THE YEAR of the completion 
of the single market has also 
been the year in which the 
Maastricht treaty tottered on 
the brink, mainly because of a 
loss of confidence by Europe’s 
citizens in the Community's 
leaders, institutions, and poli- 
cy-making. 

“Ever closer union" among 
European nations is not widely 
perceived to be creating a 
Europe for people - a demo- 
cratic polity In which sover- 
eign member states work 
supranationally producing' visi- 
ble benefits for their citizens. 

The EC is increasingly seen 
as an organisation which does 
rather more for business than 
for people; is undemocratic, 
intrusive and unaccountable; 
and which by hyperintensifyr 
ing competition in European 
industry contributes to 
destroying rather than creat- 
ing jobs. 

That this is not an altogether 
accurate, fair or complete pic- 
ture is beside the point. Euro- 
pean Commission president 
Jacques Delors summarised 
the situation five days before 
the Maastricht treaty squeaked 
through September’s referen- 
dum in France: “Either Europe 
will become more and more 
democratic ... or Europe will 
be no more”. If citizens are not 
persuaded there Is sometime 
in it for them, then the game is 
up. 

Since “Europe” came into 
being 40 years ago, it has been 
the enterprise of the elites. The ' 
Paris weekly, Le Nouvel Obser- 
vateur, captured how most peo- 
ple visualise its workings just 
before the French referendum. 
It published a photograph of a 
sharp-suited man against a 
backdrop of the I2-starred EC 
flag - with a paper bag over 
his head. 

In spite of its remoteness and 
facelessness, the EC’s over- 
whelming benefit to people has 
been its interlocking of 
national interests in a way 
which precludes war between 
Europe's leading powers. But 
that benefit is now taken for 


David Gardner finds that ordinary people have yet to feel the benefits of the Community 


Citizens sceptical about their prospects 


granted. Modern Europeans 
have discounted it, and fear EC 
centralisation. Yet, at the same 
time, they expect of the Com- 
munity practical benefits, such 
as job-creation, which it does 
not really have the power to 
deliver. 

Throughout the almost gla- 
cial progress of European inte- 
gration, the member states 
have guarded their national 
prerogatives jealously. As a 
quasi-federation, the EC has 
been built up almost back-to- 
front. . 

Whereas a conventional fed- 
eral system, such as the US or 
Germany, starts by pooling 


obvious central powers such as 
foreign policy and defence, 
macroeconomic co-ordination 
and monetary policy, the EC 
started with modest items like 
coal and steel, wheat and milk. 
Only through the still unratif- 
ied Maastricht treaty has it 
broached a common foreign 
and security policy and a sin- 
gle currency. 

The relaunch of EC integra- 
tion, moreover, came through 
the single market, a battery of 
282 measures designed to cre- 
ate a barrier-free economy in 
Europe. The Twelve organised 
this exercise centrally, to the 
extent that not all member 


states trusted their partners to 
flatten their part of the level 
playing field. For the average 
citizen, however, the experi- 
ence appears to have been 
mixed. 

Many of the single market 
measures have appeared intru- 
sive, and at first glance often 
seem more properly the con- 
cern of local councils, rather 
than unelected bureaucrats 
and national ministers malting 
decisions behind closed doors 
in Brussels. 

At one level, there has been 
a bonanza of tabloid headlines 
on “Brussels Euro-lunacies” 
ran g in g from alleged plans to 


suppress prawn cocktail crisps 
to decrees defining a standard 
Euro-condom. But alongside 
the trivia, there Is genuine con- 
cern about the effect of many 
of the measures that have been 
adopted over the past four 
years. 

Of the single market’s four 
freedoms - in the movement 
of capital, goods, services and 
people - only the first three 
have been realised. This 
achievement has increased 
competition during a European 
downturn and rising unem- 
ployment 

Taken together with the fail- 
ure to agree free movement 


across borders for people, the 
overall enterprise looks a lop- 
sided bargain, tilted heavily 
towards business. 

EC leaders - most of them 
unpopular at home and eager 
to pass the buck to the Euro- 
pean Commission for misfired 
EC measures that national 
ministers decide on - con- 
cluded in the second half of 
last year that decision-making 
had to be brought "closer to 
the people". 

No populists they, the 12 
heads of government chose as 
their primary vehicle “subsid- 
iarity" - meaning that there 
should only be action at EC 


level when national or local 
measures would be ineffectual 

White subsidiarity was never 
going to enter anybody’s ver- 
nacular. this debate quickly 
moved from quasi-thectlogy to 
naked power politics. Big mem- 
ber states such as the UK and 
Germany tried - and failed - 
to use it to emasculate the 
monopoly right of the Commis- 
sion to propose measures, 
which is viewed by the smaller 
and poorer EC members as the 
guarantor of their interests in 
the Community. 

Then the Euro-sceptical UK, 
which held the EC presidency 
in the second half of last year, 


WHIRLPOOL is the largest 
large domestic appliance man- 
ufacturer in the world. Yet, by 
the late 1980s, the Michigan- 
based company had virtually 
no presence in Europe. 

This was an omission widely 
acknowledged at the manufac- 
turer’s top ranks. David Whit- 
man, the company's chairman, 
has said that his company 
mapped out a long-term strat- 
egy in the mid-1980s which 
recognised that there was lit- 
tle growth to be had in the US 
appliance market, that there 
was more likely to be solid 
demand and future growth 
overseas, and that there would 
be substantial lowering, or 
removal of trade barriers in 
Europe by 1992. 

In fact, the company’s inter- 
nal estimates suggested that 
by 1993, western Enrope 
would account for a larger 
proportion of global appliance 
demand than the US. 

By 1987, Whirlpool was 
talking to Philips, the Dutch 
electronics group and Europe's 
number one appliance manu- 
facturer. Those discussions 


Corporate strategy: why a US appliance giant sided with Philips 

A Whirlpool romance 


were interrupted by the crash 
In the world stockmarkets, but 
by August of the following 
year, the two companies had 
struck a deal. Whirlpool paid 
Philips around $500m for a 53 
per cent stake in a new joint 
venture company, which - to 
all intents and purposes - 
took over Philips’ large domes- 
tic appliance division. 

At tiie time, both companies 
envisaged that Whirlpool 
might become the sole owner 
of the European business - 
Philips with the right to sell 
its minority stake to the US 
company and the US company 
with the right to ask the 
Dutch to seQ. Three years later 
everything went to plan; 
Whirlpool duly bought out the 
remaining 47 per cent of the 
equity for about 3610m. 

The relatively slow hand- 


over of the Philips business 
was mirrored at the opera- 
tional level. Whirlpool recog- 
nised at the outset that Its 
own name - although 
extremely familiar to the aver- 
age shopper in the US - 
would carry little weight In 



Europe, compared with the 
old-established Philips brand. 

With this in mind. Whirl- 
pool was given the right to use 
the Philips name on appli- 
ances In Europe until 1998 - 
long after the potential 
buy-out of the remaining 
minority stake, and the date 
set for European harmonisa- 
tion. Accordingly, the com- 


pany derided, in early 1990, to 
adopt a “dual- branding" 
approach to products mar- 
keted in Enrope. It placed both 
companies' names on products 
It was selling In the European 
market, with a view to phas- 
ing out the Philips tag once its 
own name gained recognition. 
Alongside the middle-range 
Philips/Whirlpool brand. It 
continued to develop the “Bau- 
knecht" name as a premium 
high-end brand and to use the 
“Ignis” and “Laden” names for 
“value-consrions” consumers. 

Brand transfers have 
worked In the past - and 
Whirlpool says Its progr amme 
is ahead of schedule. It is now 
advertising solely under its 
own name in four European 
markets, including the UK. 
although product packaging 
still carries dual-branding 


there. It plans to move to pure 
single-branding in a few 
selected markets next year. 

On the operational front. 
Whirlpool's approach has also 
changed over time. In 1991, it 
effectively created two busi- 
ness units - one to support 
the Bauknecfat brand and one 
to market Philips/Whirlpool, 
Ignis and Laden products. 
Marketing and sales activities 
for the brands were to remain 
separate in each country, 
while aftersales services were 
consolidated into single offices 
in each market. 

Last antumn, the company 
announced that It was creating 
three distinct sales regions 
within the EC. The first 
encompasses Germany, Aus- 
tria, Switzerland, the Nether- 
lands and Denmark; the sec- 
ond embraces France, Spain, 


UK make up the third. 1 
tion, Italy remains a sej 
ly-managed area, as a 
interests in Czechosli 
and Hungary. 

Support services and 
resources will be a 
within these regions, 
new central logistics d 
ment would aim to ma 
distribution efficiency 
aim is to replace the pn 
fragmented national 
house network with re 
distribution centres, i 
trade barriers between 
tries come down and Et 
transportation indust 
steadily deregulated. 

Finally, on the manuj 
ing front, there has b 
general reorganisation a 
product groups - a pi 
which has been proceed! 
some time. Laundry and 
washer development ci 
will be located In Gei 
and refrigeration and cc 
product centres in Italy. 


Nikki Tait 




and proposals strengthening 
workers' and consumers' 
rights, and environmental 
standards. 

These are the most popular 
policy areas, particularly in the 
semi-detached member state of 
Denmark, for whose voters 
subsidiarity was put on the 
agenda after they rejected 
Maastricht last June. 

At December’s Edinburgh 
summit, an agreement was 
reached, preserving the bal- 
ance of power in the EC. It will 
make Brussels more cautious 
about the ideas it brings for- 
ward and the closed-door Coun- 
cil of Ministers of the Twelve 
more user-friendly, since 
important policy debates will, 
from February 1 , be televised 
for the press. 

There is a danger, however, 
that Brussels wifi be inhibited 
in acting in areas such as the 
environment and free move- 
ment for people, for fear of 
upsetting member govern- 
ments. 

The subsidiarity debate was 
handled with opportunism by 
governments so that mud 
stuck to “Brussels" - synony- 
mous in most people's minds — 
with the whole European 
enterprise. It also served as a 
smokescreen to obscure the 
real issues of democracy and 
accountability. 

It is unlikely that the EC can 
continue for long in this way. 
This is not because there is 
some mass movement rattling 
the Euroc racy’s gates demand- 
ing to be let in, but because, on 
the contrary, apathy and 
resentment are increasingly 
denying popular legitimacy to 
™ e. EC — as last year’s polls, 
referenda and r estive national 
Parliaments demonstrated. 

To reverse this, EC derisions 
will have to be seen to be more 
open, more scrutinised in tbe 
European Parliament and 
national parliaments; And • 
their content wifi have to be 0 
more popular, if not populist - 
giving citiz ens a greater stake 
in Europe. 
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♦.III i th P new jobs expected 
to be created in the European 
Community over the next two 
decades. This may, however 
nave some double-edged conse- 
quences for both national 
labour markets and for women 
themselves. 

It could contribute to the 
continuing high levels of EC 
unemployment. One reason EC 
j'oblessness has continued at 
such levels is that about 70 per 
cent of the new jobs created 
between the end of 1985 and 
the end of 1990 went to previ- 
ously unwaged women, rather 
than the registered unem- 
ployed. 

This trend appears to be 
entrenched. The European 
Commission predicts that pre- 
viously unwaged women will 
take up most of the 25m new 
jobs it expects by 2010. 

The consequences for women 
themselves are far from 
straightforward. Their position 
in the future EC will depend in 
large part on whether they are 
working full or part-time and 
on the national labour' market 
systems within which they 
work. 

Recent research*, as yet 
unpublished, has found that 
women's work is polarising. 


equality is not all 
that it seems 


both between different groups 
wt J“? n workers and across 
the different member states 
(Data was not available for 
Italy). 

The research, which was 
completed for the European 
Commission’s Network of 
Experts on the Situation of 
Women in the Labour Market, 
says: "Women's increasing par- 
ticipation in all the labour 
markets of the EC over the 
past decade might be expected 
to indicate increasing conver- 
gence in the labour market 

In some EC states and 
occupations, part-time 
work is less of a barrier 
to professional status 
than in others 

positions of men and women. 
Evidence . . . suggests no such 
expectation is justified.” 

About 30 per cent of the jobs 
created between 1985 and 1990 
were part-time and EC employ- 
ers are expected to increase 
their demand for part-time 
workers, many of whom are 
likely to be women, over ihe 
next two decades. 

The research, which is based 
on an analysis of the most 


comprehensive labour market 
data available for EC coun- 
tries. supports the recent find- 
ing by the OECD that “female 
part-timers are more restricted 
to a limited range of low paid, 
low status jobs than female 
full-timers". 

In all EC countries women 
part-timers are more likely to 
work in female-do mina ted or 
“feminised" occupations than 
full-timers. Part-timers are also 
more likely to be in lower level 
jobs than are women full-tim- 
ers. 

The researchers warn that 
overall measures of occupa- 
tional segregation may. how- 
ever, mask divergent trends 
and levels of segregation for 
full-time women workers, com- 
pared with part-timers and 
between the different EC 
labour markets. 

The report says: “Overall 
measures of segregation are 
not necessarily very revealing 
as the net change reflects the 
result of two trends pulling in 
opposite directions: firstly a 
tendency for women to be 
increasing their share of 
professional and higher level 
jobs, but secondly a tendency 
for women also to be 
increasing their concentration 
of employment in sectors 


where they were already 
heavily overrepresented, 
notably in clerical and some 
service sectors." 

The research reveals that 
women's status at work varies 
considerably, even between 
those member states with 
similar levels of development 
and of female participation in 
the labour market. 

For example, in the UK 
female part-timers dominate 
lower level jobs in catering, 
whereas in France both full 
and part-timer of both sexes 
are more evenly represented in 
these jobs. 

Also, in some EC countries 
and occupations, part-time 
work is less of a barrier to 
professional status than in 
others. In female-dominated 
professions such as teaching, 
for example, part-time women 
workers have a relatively 
higher share of professional 
jobs in Germany, Greece and 
the Netherlands. 

In contrast, in Denmark, 
France, Portugal and the UK 
part-timers generally have a 
lower share of the professional 
jobs or have shares only equal 
to their share of all jobs in the 
total labour market 

The research says: “This 
example suggests that within 



Crtpe stall in Paris: female part-timers are more restricted to a limited range of low paid, low status jobs than female lull-timers’ 


feminised professions, there Is 
considerable scope for variety 
in the extent to which 
part-time working is utilised 
and in some countries 
part-time work may be just as 
common in professional areas." 

The study appears to 
undermine the argument that 
it is necessary for women to 
work in the lower level 
part-time jobs to achieve wbat 
is sometimes characterised as 


the main goal - increasing 
women’s participation in the 
workforce. 

For example, like Denmark 
and the UK. the Netherlands 
has high levels of women 
working part-time. However, 
unlike Denmark and the UK, 
the Netherlands has a 
relatively low level of total 
female participation within the 
paid workforce. 

The research suggests that 


this is because the labour 
market systems of member 
states will also have an 
influence on women's 
occupational segregation into 
low status jobs within 
feminised sectors. 

It says that in some 
countries the opportunities for 
part-time working in higher 
level jobs seem to be greater 
and therefore the association 
of part-time work with low 


skill concentration is reduced. 

* Occupational Segregation and 
Part-Time Work: Some 
Evidence from the European 
Community. Jill Rubery and 
Collette Pagan, November 1992, 
Manchester School of 
Management. University of 
Manchester Institute of Science 
and Technology with the 
European Commission Network 
on the Situation of Women iti 
the Labour Market. 


Consumer tastes are becoming more daring 

Drinks sector sees the 
birth of the Euro-palate 


THE Euro-consumer is still a 
shadowy species, but one that 
is slowly gaining substance as 
national tastes converge, 
according to market research- 
ers. 

In the dr inks sector, a few 
more people every year are 
converted from traditional, 
locally-produced spirits to 
international brands of whisky 
and cognac. Many soft drinks 
find increasing acceptance 
across frontiers. 

Northern Europeans are 
drinking, more wine; and 
southern Europeans are 
acquiring a thirst for beer. 
While the Germans, the conti- 
nent's heaviest beer drinkers, 
maintained a steady annual 
consumption of 142 litres a 
head during the 1980s, Span- 
ish consumption rose 36 per 
cent to 72 litres, and the Por- 
tuguese lifted their intake a 
staggering 68 per cent to 64 
litres. 

Throughout the decade, the 
British ale drinker continued 
to develop a taste for contfaeu- 

Britain has been much 
more receptive to 
foreign products since 
the late development of 
its lager market 

tal lager, bringing another 
note of harmony into the Euro- 
pean beer market 
At least one Dutch barman 
in Friesland no longer tries to 
mak e UK visitors feel at home 
by scraping the froth off a 
glass of Pils and jovially pres- 
enting them with “an English 
beer". 

But the fact that Europe’s 
beer drinkers now have more 
tastes In common does not 
mean that by the end of the 
decade everybody will be 
dr inking die same few brands. 
Perish the thought 
Lager dominates the market 
- bnt there is a huge variety 
of brands and, on the whole, 
each country still prefers its 
own. 

Consumer loyalty to local 
brews is strongest in Ger- 
many. which accounts for 
more than a third of European 
beer consumption. The coun- 
try supports 1,150 brewers and 
rather more breweries. The 
Reinheitsgebot purity laws, 
which required the use of only 
water, barley, hops and yeast 
in making beer, long proved a 
barrier to imports. 

But even since the laws were 
rescinded in 1987, imports 
have risen by a mere 0.5 per 
cent, and still represent less 
than 2 per cent of consump- 
tion. .. . 

Few believe, however, that 
such a situation can sunrive 
for much longer; and Caris- 
berg of Denmark, and Grolsch 
of the Netherlands have 
recently acquired German 
brewers. 

Britain has been much more 
receptive to foreign products 
since the late development of 
its lager market - with even 
Sol. a Mexican lager served 
with a wedge of lime in the 

bottle, in the repertoire- One 

in three glasses of lager drunk 
in the UK is a continental 
brand; and about the same 
amount is shared by Austra- 
lian, US, Canadian and other 
overseas brands. 
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A range of beers: pan-European brands have been dtUicull to establish 


It has been difficult to estab- 
lish pan-European brands 
amid such diversity. Heineken, 
of the Netherlands, the most 
pan-European of brewers, con- 
trols only 9.6 per cent of the 
market, and the Heineken 
brand itself accounts for a 
mere 3.4 per cent 

Carisberg, the Danish 
brewer, has an estimated 6 per 
cent market share, but sales of 
Its eponymous brand account 
for little more than 2 per cent. 

These two brewers, both 
dominant in their own coun- 
tries, have achieved their pre- 
eminence in Europe through 
wholly-owned subsidiaries, 
acquisitions, joint ventures or 
licensing agreements In 
almost every EC state. 

Thus Heineken owns D re her 
fa Italy, Murphy's fa Ireland, 
Athenian fa Greece, El Aguua 
in Spain, and Fran?aise de 
Brasserie fa France, while its 
mainstream brand is brew®® 
under licence in the UK by 
Whitbread. 

Carisberg owns Hannen in 
Germany, and has stakes fa 
Poretti of Italy, Unicer of Por- 
tugal. and Cruz Campo of 
Spain. It is forming a joint 
venture with Allied- Lyons _ ui 
the UK. and is brewed under 
licence In several other coun- 

^Vsqith such widespread distri- 
bution, and sold as part of 
portfolios of local products, 
Heineken and Carisberg 


should continue to grow into 
true pan-European brands. 

Further contenders for such 
status may emerge from the 
continuing consolidation of 
the Industry - the growing 
presence of BSN, the French 
brewer in the countries of 
southern Europe, suggests its 
Krone nbourg brand is one pos- 
sibility. 

But daring the 1990s, con- 
sumers seem likely to be more 
adventurous in their tastes, 
demanding a greater choice of 
quality beers of all kinds. 

Brewers may find it more 
profitable to cater for strong 
niche markets than chase 
mainstream volume. 

Such markets are already 
emerging - in the revival of 
cask-conditioned regional ales 
fa the UK, fa the rediscovery 
of wheat beers fa Germany, 
and the growing popularity of 
Belgium’s specialty beers sea- 
soned with fruit or spices. 

Consumers are relishing the 
flavours - the malt and hops 
of English ales or the corian- 
der of Belgian white beer - 
after the blandness of so much 
lager. 

Some products are acquiring 
the cachet of fine wines; and 
they should find an equally 
appreciative and permanent 
market. 

Philip Rawstorne 


World investors are keen to secure a foothold in the EC f says Michael Cassell 

The attractions are still strong 


WHATEVER the political and 
economic uncertainties cur- 
rently enveloping the Euro- 
pean Community, it remains 
the target for huge, inward 
flows of investment aimed at 
securing a foothold in the 
world's largest trading bloc. 

For while the debate over 
Europe's future has acquired 
new and broader dimensions, 
the EC remains primarily a 
partnership of trading nations 
offering those operating within 
it access to a marketplace of 
unparallelled potential. 

The scale of the market, the 
diversity of its customers, the 
prospect for continuing expan- 
sion and the promise of rela- 
tive political and economic sta- 
bility have combined as critical 
factors in helping to attract 
investment from around the 
globe. 

With fears receding that a 
protectionist Europe will 
emerge in the wake of the sin- 
gle market - unless final fail- 
ure to agree the Uruguay 
round of the General Agree- 
ment on Tariffs and Trade 
leads to global trade warfare - 
investors have continued to 
give high priority to raising 
their exposure to the European 
marketplace. 

In 1991. estimates suggest 
that total inward investment 
into the EC countries reached 
$65bn, with the US and Japan 
topping the league of big 
spenders. 

For the US, Europe has long 
been a main target for external 
investment, though the ever- 
present threat to its trading 
relationship with the commu- 
nity was forcefully underlined 
with its threat to impose penal 
tariffs on a range of EC prod- 
ucts in the event of a Gatt 
breakdown. 

For Japan, the political crisis 
over the future of the Maas- 
tricht treaty has created con- 
siderable alarm. The country’s 
cumulative interest in the EC 
already amounts to more than 
$55bn. Although that is less 
than half the level of invest- 


ment it has in the US, the 
European market is potentially 
as large. 

Hopes for a balanced, mutu- 
ally beneficial, political and 
trading relationship between 
the EC and Japan manifested 
themselves in the joint Hague 
declaration of 1991. But the 
continuing, huge trade imbal- 
ance in Japan’s favour - $27bn 
in 1991 - and the obstacles to 
doing business in Japan itself 
ensure that tensions will con- 
tinue. 

Japan’s approach is further 
complicated by considerable 
variations in the strength of its 
bilateral relations with individ- 
ual EC states. 

Some EC officials claim 
Japan still plays off member 
states against one another 
when it comes to inward 
investment decisions. 

The UK has apparently 
maintained its position as the 
single largest benefoctor of the 
inflow of Investment from 
Japan and from most other 
non-EC nations. Only the US 
beats the UK performance as a 
recipient of overseas funds. 

The UK continues to account 

A high level of 

investment continues 
in traditional 
manufacturing as well 
as in high-tech business 

for around one-third of all 
incoming EC investment. Its 
share reached a peak of nearly 
40 per cent in 1990. 

Japan has almost twice as 
much investment in Britain as 
in other EC countries while the 
UK’s share of US investment 
within the community 
amounts to more than the com- 
bined totals recorded by Ger- 
many, the Netherlands and 
France. 

The debate over whether 
Britain's attractions are a 
reflection of its Innate weak- 
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nesses or strengths remains as 
lively as ever. 

While ministers portray its 
success as a ringing endorse- 
ment of its open, free market 
economy, without controls on 
currency movements or remit- 
tance of profits, critics paint a 
rather different picture. 

The counterargument sug- 
gests that Britain offers inves- 
tors a relatively cheap base for 
operations, offering high work- 
place skills and a labour mar- 
ket unencumbered by many of 
the obligations set down in 
employment laws in force else- 
where in Europe. 

Britain’s isolation in refusing 
to sign the social chapter of the 
Maastricht treaty might well 
reinforce the image, although 
it may also serve to underline 
its attractions for some inward 
investors. 

France is the next most pop- 
ular location for inward invest- 
ment - accounting for some- 
thing approaching 2*) per cent 
of the total - with Belgium 
next on 14 per cent. 

The popularity of Germany 
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as a target for inward funds is 
also rising, given the compara- 
tive strength of its economy 
and the potential for exploiting 
business opportunities in for- 
mer east Germany. 

Contrary to some expecta- 
tions, incoming investment in 
Europe is not overwhelmingly 
concentrated in high-tech busi- 
nesses. but continues also at a 
high level in traditional manu- 
facturing activities. 

The big question now, how- 
ever, is whether the Dow of 
corporate investment into 
Europe has peaked. 

Figures indicate that the pro- 
cess has, in the short-term at 
least, slowed down dramatic- 
ally. The 1991 total for inward 
investment fell by $2Qbn on the 
previous year. 

The latest slow-down, almost 
certain to have been continued 
in 1992, is. in part, a reflection 
not only of the impact of reces- 
sion in Europe but also of 
weak domestic conditions 
within the inward investing 
nations. 

In addition, many businesses 


will by now have made their 
principal investments within 
the European market and are 
not maintaining budgets at the 
same level. 

Nor does the recent disarray 
within EC member states over 
the next phases of European 
development - combined with 
the continuing threat that Den- 
mark might yet provoke 
another crisis of confidence - 
provide the preferred backdrop 
for continuing inward invest- 
ment. 

There is also the question of 
how the community can best 
exploit the continuing, inward 
flow of investment funds. The 
EC recognises the economic 
imbalances which already exist 
within its boundaries but prog- 
ress at evening them out has 
been painfully slow. 

The Commission itself 
recently acknowledged that 
regional differences remained 
comparable with those which 
existed 20 years ago. The com- 
pletion of the single market 
means that capital and labour 
will increasingly locate where 
the physical and economic 
environment is most attrac- 
tive. 

In spite of a doubling of the 
structural funds, the resources 
for promoting regional develop- 
ment remain small. The vol- 
umes of investment required to 
help promote broadly-based 
economic development are 
enormous but there is scope 
for encouraging new, inward 
investment to help redress the 
existing imbalances. 

According to the Centre for 
Urban and Regional Develop- 
ment Studies at Newcastle Uni- 
versity: ‘‘EC regional policy 
needs to be reformulated in 
such a way as to ensure that 
the huge amount of investment 
flows towards the less favoured 
regions and avoids the cur- 
rently wasteful practice of 
national and regional bodies 
spending vast amounts com- 
peting for inward investment.” 
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EXPORT 

PROMOTION 

TOWARDS 

EXTERNAL MARKETS 


COMPAMES ARE [NOTED TO PARTICIPATE IN A POWERFUL PROGRAMME OF EXPORT PROMOTION ACTIVITIES ORGANISED BY THE COMMISSION OF THE EUROPEAN COMMUNITIES 
The Programme is designed to: 

Concentrate on difficult markets with high potential growth - The Far Bast, South East Asia, and the Gulf Region. 

Support priority sectors - High Technology, Telecommunications, Information Technologies, Electronics, Energy, 

Advanced M anufacturing Technologies, Health and Transport. 

Enable co-ordinated European Community industry participation in an annual programme of key International Trade Fairs. 

Gives companies the facilities of individual stands within a European Pavilion, built to a special design, with a 
common European identity. 

e. Offer an attractive package scheme to include a range of supporting PJL activities as well as space and a shell stand. 

•R* Pragnxnme promotes fte ctmcq* of a tdgity devetoped iccbnotogica] red dDdcrt European Imkary - and so helps EC companies lo ertatt or intensify (heir business outudr Europe. 

FOR FURTHER INFORM ATION. OB TO PARTIQPATE IN OfOE OR MORE EVENTS, CONTACT INDIVIDUAL EVENT ORGANISERS USTBD BELOW 

EXPORT PROMOTION PROGRAMME 1993 
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Edward Balls analyses the structure of Europe’s unemployment 


SINGLE MARKET IQ — 

t I Pledges to workers have mixed success, says_Dgj»d_Qoouha»t 


The wages of rigidity Slow growth limits benefit 8 


THE LABOUR market is the 
Achilles heel of the European 
economy. High and persistent 
unemployment across the con- 
tinent are the most direct, and 
most distressing, manifestation 
of Europe's labour deficiencies. 
But unemployment is just one 
product of the more general 
problem of inflexibility and 
immobility that threatens to 
hamper Europe's single mar- 
ket. 

The OECD, in its latest eco- ■ 
nomic outlook, calculates that 
total unemployment in OECD 
European countries will rise to 
19.9m in the first quarter of 
this year . More than SO per 
cent of Europe's unemployed 
are located in EC member 
countries. The EC unemploy- 
ment rate is expected to be 10.7 
per cent of the total workforce, 
up from 8.4 per cent in 1990. 
This quarter's EC rate com- 
pares with 7.4 per cent in the 
US and 23 per cent in Japan. 

There is surprisingly little 
national variation in unem- 
ployment rates among the larg- 
est EC countries. Italy, at 11 
per cent, had the highest 
unemployment rate of the four 
largest countries in 1992, fol- 
lowed by France with 10.3 per 
cent, the UK with 10.1 per cent 
and Germany with 7.6 per cent. 
But many of the southern 
European states have much 
higher unemployment rates 
with Spain’s IS per cent the 
highest. 

The EC's high unemploy- 
ment rate is. in part, a reflec- 
tion of Europe's poor recent 
growth record. EC gross 
domestic product is expected to 
have risen by 1.1 per cent in 
1992 compared with 1.8 per 
cent in both the US and Japan. 

But even when growth does 
eventually return to Europe, 
the Community may remain 
hampered by high unemploy- 
ment. EC unemployment rates 
have remained at persistently 
hlgh levels for more than a 
decade. The average EC unem- 
ployment rate in the 1980s was 
9.6 per cent of the workforce, 
up from 4.8 per cent in the 
period 1974-73. The US average 
was 7.2 per cent in the 1980s 
and 6.7 per cent in 1974-79. 

Why does Europe have more 
unemployment than the US? 
One commonly cited reason is 
unemployment benefits. In the 
US, most men are disqualified 


from receiving any kind of wel- 
fare support after 26 weeks. In 
Europe, by contrast, unemploy- 
ment benefits tend to be both 
more generous and 
open-ended. 

The second reason is the rel- 
ative rigidity of real wages in 
Europe compared with the US 
because of Europe's more regu- 
lated labour markets and more 
effective trade unions. The 
OECD calculates that the 
amount of unemployment 
needed to keep inflation from 
rising is much higher in 
Europe than in the US, Japan 
or Sweden. To reduce inflation 
by one percentage point, unem- 


non-employment rates similar 
to those in Europe. Only Japan 
and Sweden have low non -em- 
ployment rates by OECD stan- 
dards. 

In continental Europe, this 
rise was largely reflected in the 
unemployment statistics. Else- 
where - the UK Australia, 
Canada and Sweden - the rise 
in activity was at least as 
important as the rise in unem- 
ployment. 

The conventional view that 
Europe has a more serious 
problem of joblessness than 
the US is misleading. The fact 
that the US has less generous 
unemployment benefits and 
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ployment must rise by more 
than twice as much in EC 
countries as in OECD countries 
overall, and by four times more 
than in the US. 

Yet, these unemployment 
rates tell merely part of the 
unemployment story. They 
only include people who are 
available and looking for work. 
They exclude the "economi- 
cally inactive": people who 
have no jobs but have given up 
searching for employment. In 
fact, there has been a sharp 
rise in male inactivity across 
the developed world over the 
past decade, particularly 
among older and younger men 
and the unskilled. 

Non-employment rates, the 
sum of the unemployed and 
the "inactive" as a percentage 
of the population, are much 
more constant across countries 
than unemployment rates. The 
US, C anada and Austr alia have 


more flexible real wages does 
not mean that the US has less 
□on-employment. Instead, they 
explain why much of this US 
non-employment fails to show 
up in the jobless statistics. 

In the US, where wages are 
very flexible, the real wages of 
the lowest-paid 10 per cent of 
workers have fallen by 30 per 
cent since 1970. Very low rela- 
tive wages for unskille d jobs, 
and the absence of income sup- 
port for single men, help to 
explain the rise in crime 
among less educated men. 

In continental Europe, by 
contrast, the relative rigidity of 
wages, and high unemploy- 
ment benefits has prevented 
unskilled real wages from foil- 
ing but employers have been 
unw illing to hire the unskilled 
at those wages. 

The downside of America's 
less regulated labour market is 
more non-employment outside 


the legal economy. But the 
advantage is a much more 
impressive record of employ- 
ment growth, particularly for 
women and young people, 
albeit in lower paid and often 
part-time occupations. 

US total employment grew 
by an average 2.6 per cent a 
year between 1983 and 1989. 
compared with just 1.0 per cent 
for the EC. Employment in 
Britain's deregulated labour 
market grew by an average 2.0 
per cent a year over the same 
period. Both the UK and US 
have higher female participa- 
tion rates and lower women 
and youth unemployment rates 
then continental Europe. 

But the US has one addi- 
tional and unambiguous 
advantage - the mobility of its 
population. The pattern of US 
employment growth is not 
equal across states but the US 
does not have persistent high 
or low unemployment regions. 
Regional problems caused by 
unequal rates of economic 
growth are offset by migration. 

Research by Mr Larry Katz 
and Mr Olivier Blanchard, pub- 
lished last year by the Brook- 
ings Institution, shows that if 
employment in a particular 
state fails by 1,000 in any year, 
then, on average, 300 workers 
stay unemployed, fifty drop out 
of the labour force and 650 
leave the state. Eventually, 
out-migration erases the effect 
on unemployment and partici- 
pation rates. 

Migration does not play this 
equilibrating role to anything 
like the same extent in Euro- 
pean countries, let alone across 
national borders. In 1987, 2£ 
per cent or the US population 
changed their state of resi- 
dence compared to 1.1 per cent 
of Germans who changed their 
region of residence, L3 per cent 
in France and 1.1 per cent in 
the UK. 

The European single market 
should encourage the creation 
of new jobs in the Community 
but the geographic distribution 
of these jobs is unlikely to be 
evenly spread. The inflow of 
migrants from eastern Europe 
and north Africa may improve 
the currently low levels of 
mobility of EC workers. But, 
for now, the relative immobil- 
ity of the EC workforce 
remains an important barrier 
to economic integration. i 
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THE "social dimension” of the 
European Community was 
relaunched by Mr Jacques 
Delors in 1989 to win the sup- 
port of organised labour for 
greater economic integration 
and to address the fear that 
labour as a whole could lose 
out from the free market drive 
of the single market. It has 
been remarkably successful in 
achieving the first goal, rather 
less so in achieving the second. 

The 1989 social action pro- 
gramme contained a series of 
measures, from improving 
health and safety, establishing 
minimum rights for pregnant 
women, young people and 
part-time workers, to imposing 
EC-wide limits on the working 
week. But thanks to slower 
growth throughout the EC, and 
successful blocking by the UK 
government, few of the impor- 
tant measures have so far 
become directives. 

If the Maastricht treaty is 
passed, its "social chapter", 
which Britain has opted-om of. 
will in theory make it easier to 
push through more social and 
employment legislation by 
majority vote. But that also 
looks unlikely at present 
Most member states are 
reluctant to adopt any policies 
that might reduce competitive- 
ness or provide succour to 
Britain, regarded as the “Hong- 
Kong of Europe". And even 
within the European Commis- 
sion's social affairs Director- 
ate-General 5 the leading strat- 
egists of the social dimension 
privately accept that a less 
ambitious approach to legisla- 
tion is required. 

What is the case for the 
social dimension? Some sup- 
porters, especially in the richer 
EC countries, have argued that 
the harmonisation of minim um 
rights at work across the Com- 
munity is required to prevent 
"social dumping”. That means 
capital flowing to areas where 
labour is least protected, trig- 
gering downward pressure on 
standards in other countries. 

There is little evidence chat 
an increase in social dumping 
is accompanying the arrival of 
the single market That may be 
because the low wage econo- 
mies, such as Spain, Portugal 
and Greece, have quite strictly 
regulated labour markets, mak- 
ing them unpopular with big 
business. It may also be 
because unit labour costs are 
remarkably similar all over the 
EC, in other words the high 
wage countries justify higher 
pay scales with high productiv- 
ity while low wage countries 
have low productivity to 
match. 

There has, however, been a 
big increase in cross-border 
takeover activity by EC-based 
multinationals, inspiring the 
draft directive on European 
works councils, designed to 
give employees an EC-wide 
voice in corporate affairs. 

But apart from a few highly 
specialised groups, such as air- 
line pilots, there Is little sign 
that EC-wide collective bar- 
gaining or an EC labour mar- 
ket is emerging. Only 2m EC 
nationals work permanently in 
another EC country and the 
n umb er has actually declined 
in the past 10 years. 

Yet there is a broader, more 
“political", case for the social 
dim ension as a counter-balance 
to the forces unleashed by the 
single market Mr Robert Lind- 
ley, of Warwick University, 
summarises it thus: 

“While capita] is more 
mobile than labour, financial 
capital is more mobile than 
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industrial capital. Combine the 
rigours of the single market 
with those of free capital move- 
ment and there arises a situa- 
tion In which financial mar- 
kets have apparently been 
handed much greater power to 
impose their judgments of per 
formances and priorities upon 
the workings of the other con- 
stituents of the EC economy." 

The measures outlined in the 
social action programme are 
an attempt to ensure that the 
judgments of one of those 
other constituents - labour - 
do not go completely unheard. 
But by stressing harmonisa- 
tion against de-regulation and 
EC-wide rules against subsid- 
iarity the architects of the 
social dimension have risked 
trespassing on an area of eco- 
nomic life strongly coloured by 
national differences. 
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There are 12 different 
systems of industrial relations 
in the EC and while there are 
patterns of similarity which 
link some of them, there are 
also big differences in the role 
of the law, the power of 
unions, and the structure of 
working life. 

Southern member states, for 
example, tend to have low 
female participation and little 
part-time work. Spain and 
France have weak unions but 
strong labour laws. Most of the 
northern European states have 
strong labour laws and institu- 
tionalised "social partnership” 
collaboration between organ- 
ised labour and capital 

The Christian Democrat/So- 
cial Democrat consensus that 
prevails in most continental 
European countries invariably 
gives labour a powerful institu- 
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tional voice even wherecoBec- 
tive bargaining is weak, r . 

Britain, with its laissez-faire 
regulatory framework but bis-, 
torically strong (although now 
weakened) unions, is out on a 
limb. And its liberal hire, and 
fire rules, widespread use of 
“atypical" work patterns, and 
long working hours, make it 
the most affected by the regu- 
latory regime the Commission 
has been trying to impose. 

Although the Commission 
denies it is trying to impose a 
particular model of industrial 
relations on the EC it clearly 
leans towards the Germanic, 
model with its strong labour 
laws and legally-backed voice 
for employees. 

Whether, in the longer run, 
the Commission succeeds in 
establishing a "European 
model" remains to be seen. 
There is some evidence that . 
the “Germanic” model, already 
heavily plagiarised by Holland 
and Belgium, is spreading into 
France, but otherwise there, 
has been little spontaneous 
convergence. Indeed, If there 
has been a common trend over 
the past decade it is towards 
de-regulation and a weakening' 
of social partnership, although 
that has gone further in the 
UK than elsewhere. 

Looking ahead, European 
labour faces a tough time. 
European monetary integra- 
tion wifi impose a single infla- 
tion and interest rate, and rule 
out devaluation, with the 
result that the strain of eco- 
nomic adjustment will foil on 
wages and employment in the 
weaker countries. And without 
co-ordinated wage increases 
across Europe those countries 
with high unit labour cost 
increases, such as Britain and 
Italy, will see lost competitive- 
ness flow directly into job 
losses. 

The social dimension affords 
little protection against the 
potentially dramatic effects of 
monetary integration. But it 
should not be written off com- 
pletely and, interestingly, it 
survived virtually unscathed' 
from the Edinburgh summit 
review of subsidiarity. Cur- 
rently. in the UK the govern- 
ment's drive to contract out 
central and local government 
services has been thrown into 
confusion by one of the oldest 
pieces of EC employment legis- 
lation, known as the acquired 
rights directive. 

The social dimension is 
undeniably suffering a cyclical 
down-turn, as it has done 
before, but it has also estab- 
lished itself as a fact of life 
across large areas of working 
life in the EC. 
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FOR TOSHIBA, the Japanese 
electronics group, the removal 
of most of Western Europe's 
internal tariff barriers on Janu- 
ary 1 was just the latest stage 
hi a long and unhurried series 
of changes in one of its biggest 
markets. 

Almost a decade ago, the 
company established a task 
force in Tokyo to study 
changes taking place in the 
European Community. Six 
senior managers from depart- 
ments such as corporate plan- 
ning, finance and accounts and 
personnel spent a year study- 
ing the issue. 

They filed a many-volumed 
report to top management in 
May 1985 which recommended, 
among other things, the cre- 
i ation of a regional co-ordina- 
tion centre in Europe. 

In October 1989, a small 
European co-ordinating office 
was established in central Lon- 
don. Mr Takeo Fujii, the leader 
of the team which wrote the 
19S5 report, became its head. 

A branch office was soon 
opened in Brussels. It has just 
three staff, one Japanese, one 
local recruit, picked for his 
knowledge of the European 
Commission and its directives, 
and a secretary. 

One reason for the gentle 
pace and limited resources 
given to the project was that 


Toshiba was growing quickly 
in Europe's fragmented mar- 
kets in any case. 

Individual operating divi- 
sions had already set up shop 
in Europe. The first manufac- 
turing centre, for televisions in 
Plymouth, Devon, was estab- 
lished in the 1970s. Manufac- 
turing is now spread across 
Europe, with semiconductors 
and VCRs made in Germany 
and microwave ovens and pho- 


distribution centres in individ- 
ual countries before going to 
dealers and shops. The output 
of office automation equip- 
ment, for example, is co-ordi- 
nated from Dfisseldorf, but 
products are routed via ware- 
houses in each country. 

It is a system that is likely to 
continue for some time, says 
Mr Fujii. Markets still have 
national characteristics, espe- 
cially for products that are 


TOSHIBA 


tocopiers in France. 

There are eight divisions, 
including finance and basic 
research, that operate almost 
entirely independently. Their 
only point of common contact 
in Europe is Mr Fujii's London 
office. 

Those eight divisions employ 
more than 5,000 people in li 
European countries. Almost 
half work at manufacturing 
subsidiaries and Toshiba Cor- 
poration shares are listed on 
nine European bourses. Sales 
in Europe are worth Y65bn 
with Germany and the UK 
accounting for almost half the 
total, France taking 17 per cent 
and Italy ll per cent 

Distribution is strongly 
based on national borders. 
Almost all the output is sent to 


retailed. 

France has its own technical 
standards for televisions. Ger- 
many has ultra-strict rules on 
the design of microwave ovens, 
and its consumers have, until 
very recently, refused to buy 
fiat screen televisions, prefer- 
ring the older, more rounded 
screens. Toshiba even had to 
buy its picture tubes for the 
German market from European 
manufacturers Thomson and 
Phillips. 

There are exceptions. Some 
television picture tubes are 
bought by other manufactur- 
ers. Since there are a small 
number of industrial buyers 
which each order a lot of units 
the tubes are shipped directly 
to them from plants in the US 
Japan or Thailand. 


Mr Fujii says there will be 
few changes in procedures in 
the short term. The company 
will have to deal with new 
forms of paperwork, dealing 
with sales tax and import/ex- 
port Statistics, and is having to 
set up new systems to cope. 

“Once the computers have 
been set up, I hope costs will 
be lower." he says 

In the longer term, some 
parts of distribution may be 
centralised. The company Is 
considering cities such as Han- 
over or Barcelona for the estab- 
lishment of a “distribution 
logistics" centre, especially to 
deal with products that are 
imported from outside Europe. 

Eventually, it should be pos- 
sible to distribute directly 
from, say, Germany, to retail- 
ers in Italy or Spain. But Mr. 
FdJii does not believe this will 
happen soon in spite of a wide- 
spread belief among colleagues 
in Japan that 1993 has ushered 
m a perfect single market in 
Europe. 

“Most Japanese may dream 
of a unified [European] market, 
but personally I see only small 
changes,” he says. "For the 
time being, country-by-country 
structures will remain. Differ- 
ent markets have different 
needs. We are not in a hurry." 
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HARMONISATION of tax 
systems In the European Com* 
munity has been on the politi- 
cal agenda since the EC's 
inception. 

Fiscal harriers have been 
identified as an important inhi- 
bition to intra-community 
trade and investment. How- 
ever, since revenue- raising by 
Governments is regarded as at 
me heart of sovereignty, the 
development of a European tax 
system has been a long and 
tortuous process. 

When the Single European 
Act was passed in 1987, it was 
recognised that taxation 
unlike other targets for har- 
monisation, was so close to the 
states' national interests that 
majority voting did not apply. 
As a result, the unanimous 
approval of member states is 
required to introduce new EC 
tax law. 

Nevertheless, a unifjo*t tax 
system is now discernible, par- 
ticularly in the indirect tax 
field, with new items being 
added to the agenda all the 
time. 

The longest standing ele- 
ment Of European Community 
tax law is the common customs 
duty regime. A single Commu- 
nity customs law sets rules for 
the import of goods into the 
community and provides for 
their valuation. European 
Community regulation speci- 
fies the valuation of goods for 
custom* purposes. 

Although implementation 
and collection of customs duty 
is . handled by member states, 
collaboration is ensured by the 
customs co-operation council. 
Once goods have crossed the 
customs frontiers around the 
community, they enter into 
free circulation and may be 
traded freely without further 
customs duty. As part of the 
single market, agreements 
have now also been reached on 
the harmonisation of excise 
duties relating to tobacco, alco- 
hol and fuel oils. 


Jonathan S Schwarz traces the uneven progress towards a uniform taxation system 

There’s a long, long trail awinding 
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Value added tax(VAT) is per- 
haps the real European Com- 
munity tax. It was introduced 
into community law by the 
first VAT directive in 1967 and 
all states were required to 
adopt a common system by 
1972. 

Not only is VAT established 
under community law which 
all members are required to 
implement, but because a por- 
tion of the tax collected is paid 
to the co mmuni ty directly, and 
forms part of its own 
resources, it is also a European 
tax. 

The introduction of the 
interim VAT regime on Janu- 
ary l, 1993 was a major step 
towards disregarding intra- 


community boundaries in 
determining how the supply of 
goods should be 

Although the method 
adopted is complex, it is 
designed to move towards a 
system where transactions 
between member states will be 
taxed in the same way as 
transactions within a single 
member state. 

While the adoption of a 15 
per cent minimum standard 
rate of VAT has required only 
Germany, Luxembourg and 
Spain to increase their rates, 
psychologically it has 
reinforced the idea of VAT as a 
common European tax. 

Furthermore, the European 
Court of Justice has shown lit- 


tle tolerance for member states 
which attempt to impose turn- 
over taxes that do not comply 
with community law, or fail to 
implement the tax directives 
properly. Virtually no member 
state has escaped judgment on 
this. 

Direct taxation has not pro- 
ceeded at the same rate as the 
indirect tax system. Although 
proposals for corporate tax har- 
monisation have been around 
for more than two decades, it is 
only at the beginning of 1992 
that two corporate tax direc- 
tives entered into effect 

The parent and subsidiary 
companies directive aims at 

eliminating the wi thho lding of 

taxes on payments across 


member states' borders and 
eliminating double taxation on 
distributions paid by subsid- 
iaries to their parent compa- 
nies in other member states. 

The second directive is 
designed to facilitate tax free 
cross-border corporate merg- 
ers, acquisitions, divisions and 
sbare-for-share exchanges. 
Both directives have, however, 
been criticised as being Incom- 
plete and somewhat unclear as 
to their precise scope and 
meaning. 

Member states have also 
been slow to introduce imple- 
menting legislation, and the 
manner in which the directives 
have been implemented varies 
noticeably from one member 
state to another. As a result, 
the term “harmonisation" is 
perhaps inappropriate. The 
Treaty of Rome talks of 
approximation of laws and this 
is a more realistic description 
of the manner in which these 
directives actually take effect. 

Thus while the two direc- 
tives may present a picture of 
a common system, in practice 
wide variations mean that the 
rules of member states differ 
significantly and only have 
some common features. 

In the case of the mergers 
directive, implementation is 
further inhibited by the feet 
that in several member states, 
corporate law has not kept 
pace with tax developments, 
and therefore transactions 
which are contemplated under 
the directives cannot be imple- 
mented under existing corpo- 
rate law. Other difficulties 
arise because the directive 
only covers corporation taxes, 
whereas in practice such trans- 
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actions are often affected by a 
variety of other taxes notably 
stamp duties, registration and 
transfer taxes. 

In addition to the two corpo- 
ration tax directives, a treaty 
was signed between all mem- 
ber states in an attempt to har- 
monise the rules relating to 
inter-company transfer pricing. 
The arbitration treaty provides 
for a common standard of mea- 
suring arm's length prices, as 
well as for an arbitration 
mechanism in the event of dif- 
ferences between the treatment 
of transfer pricing adjustments 
between the member states. 

While arbitration has been 
advocated as a method of 
resolving such difficulty by 
many practitioners, the treaty 
has yet to be ratified by all 
member states. Even when it 
does enter into effect, it has a 
limited initial life of six years 


and many doubt whether this 
is sufficient time to test the 
system thoroughly. 

While success in achieving a 
unified system in the direct tax 
field has been limited, in prac- 
tice there has been conver- 
gence between European cor- 
porate tax systems in a 
number of respects. The first 
and most obvious is an align- 
ment of mainstream corpora- 
tion tax rates. 

Most countries bave tax 
rates between 33 and 40 per 
cent In addition, most member 
states, at least during the 
1980s, attempted to broaden 
their tax bases and reduce 
rates. A variety of incentives, 
such as investment tax credits 
and accelerated depreciation, 
bave been eliminated gener- 
ally. 

While the taxation commis- 
sioner. Mrs Cbristiane Scriv- 


ener, has approved this process 
some countries, such as Bel- 
gium, have been concerned 
that excessive tax competition 
between states would cause 
undue pressure to be brougbt 
on the governments. This has 
not prevented Belgium along 
with Luxembourg from enter- 
ing Into competition with the 
Netherlands to produce the 
ideal European bolding com- 
pany location. 

Tbe Ruding committee 
appointed by the Commission 
to consider the future of direct 
tax harmonisation in the EC 
produced a detailed report con- 
taining ambitious proposals for 
a European tax system whose 
introduction was to be geared 
to the stages of economic and 
monetary union contemplated 
by the Maastricht Treaty. 

Uncertainty about Maas- 
tricht and turmoil in the cur- 
rency markets, which has 
thrown into question the very 
existence of the European 
exchange rate mechanism, has 
sharply halted progress 
towards economic and mone- 
tary union. 

The Commission has, how- 
ever. proposed a more modest 
programme of measures 
designed to facilitate cross-bor- 
der transactions within tbe 
community, including extend- 
ing the current parent subsid- 
iary directive to all forms of 
company and to payments of 
interests and royalties. A pro- 
posal has also been made to 
enable European groups to use 
cross-border losses. Mrs Scriv- 
ener believes that such mea- 
sures would go some way 
towards e limina ting tax disad- 
vantages of cross-border 

investment and trade. With 
the Commission under fire for 
its alleged tendencies towards 
centralisation, she is reluctant 
to push member states too tar. 

□ Jonathan S Schwarz is a 
partner at Paisner & Co. City 
solicitors and Editor of the FT 
World Tax Report 
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Corporate strategy: a Franco-Swedish combine hits the road 

Classic industrial response 
to the open market place 


Andrew Hill on the obstacles to a single law for companies 

Divided we still stand 


THE nearly three-year-old 
alliance between Renault and 
Volvo, the French and Swedish 
car and track makers, is a 
classic industrial response to 
the competitive challenges and 
opportunities thrown up by 
the single market 

When the pair exchanged 
minority stakes in 1990, they 
cited as reasons the growing 
competition in their industry, 
the costs of stringent environ- 
mental rules and the increase 
in investment needed to keep 
pace with technology. 

The purpose has been to 
share these burdens by spread- 
ing costs and ultimately to 
work towards a foil merger, 
which both partners would 
dearly like to achieve. 

A merger looked possible 
early last year but was subse- 
quently shelved due to 
changes In the French govern- 
ment's attitude. 

Losses at Volvo provoked 


the former government of Mrs 
Edith Cress on to have second 
thoughts about the deaL The 
present government, under Mr 
Pierre B6r£govoy, has no such 
doubts, but it does not have 
the opportunity to pass the 
legislation needed to pave Hie 
way for a merger because of 
the closeness of the legislative 
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election in March. 

If the partnership has been a 
political balancing act, it has 
also required some fine judg- 
ment in business terms. Ren- 
ault and Volvo have had to 
strike a delicate balance 
between their pledge to act as 
if they were one company, and 
the vital need to keep their 
brand identities separate, so as 
not to steal shares of a declin- 
ing market from each other. 

This explains why the alli- 


ance has made more progress 
in their car businesses, where 
Renault and Volvo occupy 
clearly different markets, than 
in trucks, where they compete. 

Like the single market itself, 
the Renault-Volvo alliance has 
advanced gradually in small 
steps, which look uninspiring 
on their own bnt add np to 



much progress. Renault execu- 
tives say the results have been 
far more encouraging than 
they expected. 

The first step, early in 1990 
after the agreement to 
exchange shareholdings, was 
the creation of a joint car and 
truck research centre in 
France. This is studying joint 
components like gearboxes 
and rear axles for trucks and 
common stamped steel sheets 
for truck cabs. In cars, the 


centre Is working on areas like 
safety, new materials and 
alternative fuels. 

Another early step was the 
establishment of joint compo- 
nent purchasing committees 
for both cars and tracks, 
which have since evolved into 
formal joint ventures last 
June, to represent both compa- 
nies to their main suppliers. 

This could turn out to be the 
biggest cost saver in the alli- 
ance, since the partners' car 
making divisions already bny 
15 per cent of components 
from common suppliers and 
components represent two- 
thirds of KeaauJt’s manufac- 
turing costs. In trucks, the 
partners say 60 per cent of 
their suppliers are shared. 
Volvo estimates that, as a 
result, Its group will save 
SKrSOOm annually in the next 
two to five years, though Ren- 
ault has not given a precise 
estimate. 

The partners have also 
agreed to exchange some car 
engines, saving Renault an 
estimated FFrlbn on its devel- 
opment bill to date. Volvo’s 
Dutch plant is to take a Ren- 
ault diesel engine and econ- 
omy two-Utre petrol driven 
unit, while Renault is to take 
a Volvo two-litre 16 -valve pet- 
rol engine for a future model. 
There are no plans to swap 
truck engines because they 
feel that tbe engine Is a part of 
a truck's marketing identity. 

There will, however, be 
some joint products In specific 
areas, always under the pro- 
viso that they will keep their 
marques separate. A jointly 
developed range of top of the 
line executive cars, for exam- 
ple. is planned for sale in 
Europe by the year 2000. 

They will use common plat- 
forms, engines and gearboxes, 
but have different body styles 
and be sold as separate 
marques through the partners’ 
respective dealerships. 

There are no such plans for 
a common truck, thou gh the 
pair are jointly developing a 
low floor commuter bos, due 
to come on to the market this 
year or next 

Again, it will be sold under 
different names, either as 
Henliez, the French bus maker 
controlled by Renault Vdhi- 
coles Industries and Volvo 
Bus, or as Volvo alone. 

On marketing, the pair par- 
tially merged their French car 
and light commercial vehicles 
sales divisions just over a year 
ago. bnt have no plans to do so 
in trucks. 

Overall, the general pattern 
at Renault and Volvo has been 
to combine forces where there 
are clear common interests, 
but to stay apart where their 
interests might dash. It is a 
difficult balance to get right, 
just as much between compa- 
nies as between nations, as die 
recent history of the European 
Community Itself shows. 

William Dawkins 


THE European Company 
Statute (ECS) is nearly a quar- 
ter of a century old, but it has 
not yet been bom. 

The proposal, dreamed up by 
the European Commission in 
1970, was supposed to provide a 
single corporate structure for 
multinationals In the EC. 
Instead of having to find their 
way around different national 
systems and set up a network 
of PLCs, SAs, NVs, AGs and 
SpAs, multinationals would be 
able to establish a single SE 

- “Societas Europaea" - un- 
der Community law. Lawyers' 
fees would be slashed, adminis- 
trative nightmares banished 
and large European companies 
could get on with making 
money. 

But what seemed a smart 
idea - or just plain common 
sense - has repeatedly stum- 
bled on the very national dif- 
ferences it hoped to eliminate. 
Twice revived since 1970, ECS 
was even added to the fast- 
track single market pro- 
gramme only to suffer the 
indignity of being overtaken by 
newly-minted directives in 
other fields. As 1993 begins, 
and despite member states' 
efforts over the past 18 months, 
the ECS is still under negotia- 
tion. 

The ECS would be voluntary, 
but the principal obstacle to 
agreement has been the pro- 
posal's detailed requirements 
for employee participation in 
the management of SEs. 
Britain is particularly opposed 
to such obligations, while Ger- 
many, which already has 
strong rules on worker partici- 
pation, is in favour. 

“In theory, people are inter- 
ested in the idea of incorporat- 
ing as a European company 
and that’s an attractive pros- 
pect," comments one British 
official. “But when they see 
what’s on the table they are 
less impressed." 

At the most recent ministe- 
rial discussion of the ECS 

— under British chairmanship 
last November - it was agreed 
that any company seeking to 
register would have initial sub- 
scribed capital of Ecni20,000. 
and would conform to the defi- 
nition of public limited compa- 
nies in the member state of 
registration. But the ministers 
made no headway on the ques- 
tion of worker participation 
and will have to return to the 
ECS during the next six 
months, under the Danish 
presidency. 

Yet the plight of the Euro- 
pean Company Statute is as 
nothing compared to the fete of 
its company law siblings in the 
original 1985 single market pro- 
gramme. Indeed, this is the 
principal area where the ambi- 
tions of Lord Cockfield. then 
internal market commissioner, 
have not been realised. 

Early on, member states 
adopted measures which allow 
loose collaboration between 
companies, under the clumsy- 
sounding title of a European 
Economic Interest Grouping 
(EE1G). This initiative has 
enjoyed a modicum of success 
since it came into force in July 
1989 - some 350 EEIGs have 
been created - but, as the 


Commission itself makes clear, 
“it is an instrument for eco- 
nomic co-operation, not for 
Integration". 

Member states have also 
adopted measures on disclo- 
sure requirements for company 
branches set up in another 
Community country, a direc- 
tive enabling sole individuals 
to operate as a private limited 
company, and amendments to 
earlier directives on the con- 
tent, auditing and publication 
of accounts. 

But there has been stalemate 
In the principal areas for har- 


monisation of company law; 

• Fifth company law direc- 
tive. This is a measure which 
goes back nearly as Ear as the 
ECS, and covers roughly the 
same ground. The difference is 
that it would establish a com- 
pulsory European statute for 
virtually all public limited 
companies. As a result, it has 
been attacked by the same 
member states which oppose 
the ECS. For months it has 
been regarded as a “low prior- 
ity", even by Brussels, which 
has chosen to concentrate on 
the ECS; 

• Tenth directive on cross- 
border mergers. Another low 
priority for the Commission, 
this measure has also fallen 
foul of British objections to 
worker participation because it 
allows member states to pre- 
vent cross-border exchanges of 
shares if employees are 
deprived of rights of represen- 
tation as a result of the deal. 

• Thirteenth directive on 


takeover bids. This directive is 
backed, among others, by lib- 
eral economists, who believe 
there will be no genuine free 
movement of capital in the 
Community until corporate 
predators can bunt across bor- 
ders following a single EC 
takeover code. But its poten- 
tially far-reaching proposals 
for a single threshold - above 
which bids would have to be 
launched - and harmonised 
rules on the content and publi- 
cation of offer documents may 
never see the light of day. At 
the Edinburgh summit last 


month, EC leaders agreed that 
the controversial measure 
went into “excessive detail". 

If it survives at all the take- 
over directive will be replaced 
by a list of “general principles" 
which would then be fleshed 
out by individual member 
states. 

But In Brussels and beyond, 
there are few tears being shed 
about the apparent failure of 
the single market company law 
programme. The main reason 
for this is that neither Commis- 
sion nor member states any 
longer regard the measures as 
essential to the operation of 
the single market. 

For one thing, much of the 
nitty-gritty of EC corporate law 
had already been adopted by 
the time the single market pro- 
gramme was launched. The 
series of unnamed company 
law directives are numbered 
one to 13. Some of those mea- 
sures have sunk without trace, 
bat others have been operating 


since the 1970s. 

The first company law direc- 
tive - which lays out harmon- 
ised publication requirements 
for the incorporation and wind- 
ing-up of companies - was 
adopted as early as 1968. In 
addition, other single market 
measures, aimed, for example, 
at eliminating double taxation 
for companies with subsid- 
iaries in other EC countries, 
have helped ease the burden 
for genuinely European corpo- 
rations. 

More importantly, much of 
the corporate restructuring 
and economic boom predicted 
by advocates of the single mar- 
ket has already hap- 
pened - largely without the 
aid of a harmonised European 
company law and well ahead of 
the 1993 deadline. 

As a recent upbeat Commis- 
sion assessment of the pro- 
gramme points out, mergers 
and acquisitions involving 
companies from different EC 
countries increased threefold 
between 1984 and 1989 - while 
tbe value of such deals rose by 
700 per cent. 

"All the available evidence 
points to one inescapable con- 
clusion - EC business has 
moved swiftly to make the 
most of these new possibili- 
ties," says the report. 

There is a third reason why 
proposals to harmonise com- 
pany law now appear to be 
merely tbe icing on the single 
market cake, and therefore dis- 
pensable: tbe current recession 
has taken the edge off corpo- 
rate deal-makers’ appetites, 
reducing the pressure for a sin- 
gle European company statute, 
or a single takeover code. But 
assuming that recession lifts 
and the single market takes 
off. the ECS may yet get the 
chance to prove its worth. 
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re you ready 
to do business 
in the single 
European Market? 

Test your innovative business project in 
the 1993 Euroleaders operation. 
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V/e are looking for twenty five young, 
dynamic entrepreneurs, each with an 
ambitious and innovative business 
project for the European Market 
place. 

You are invited to submit your own 
business idea for selection as a 
candidate in the 1S93 EUROLEADERS 
OPERATION, 

Sponsored by the European 
Commission, the Financial Times. 
Publicis Group, KPMG International. 

P, A. Consulting Group, Innolion, and 
the CERAN Language Cento, the 
Operation will help chosen candidates 
to develop their idea into a sound 
business strategy, and lo launch iheir 
scheme Into. Europe's new Single 
Market Place. 

Euroleaders Candidates will undergo 
two intensive training sessions, with 
tutors from Europe's top business 
schools, to build their business plan. 


The plans will then be presented to a 
panel of potential investors - your 
chance to obtain the necessary 
finance to launch your scheme into 
Europe. 

Automatic membership of the 
Eurcleaders Club (exclusive to 
candidates) will also give you support 
to develop your activities in the 
future. 

For further information, and 
an application form, 
send in the coupon, or fax 
ALAIN GALLEZ directly on 

INT + 32 2 - 772 - 9574 


Listen In Over 
A Hundred. Languages. 


Wherever m the world you Jo business, you’ll he at home with Debate louche 
Tohmatsu In ternationa l We have httematima} teams dedicated j fefoj itftTODCtK? 
to understanding your business, anticipating your changing TfllMBtSB 

needs and responding with superior service. With the 


resources of OOO offices in over 100 countries we won ‘t 
promise the moon. Bui we’ll give you the world. Aoooo— 
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Attempts to forge a Europe-wide company law 
remain stalemated after 25 years, and this remains 
the main area in which Lord Cockfleld's Single 
Market dreams have not been realised 
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Retail banks prefer to stay in their own national High Streets, writes Robert Peston 

A non-migratory species 


ANYONE walking down the 
high street of a provincial 
European town is unlikely to 
encounter a foreign bank. 

In Margate’s high street, 
there are branches of Midland, 
Lloyds, National Wes tmins ter 
and Barclays- Across the chan- 
nel in Dieppe, Credit Lyonnais, 
Credit Agricole and Banque 
Nationale de Paris are to be 
found. 

But the French banks have 
not migrated en masse to the 
UK nor have the British ones 
to Prance. . 

This may seem odd, given 
that banking is regarded as 
one of the more international 
industries. Indeed, the provi- 
sion of banking services to big 
companies became a transna- 
tional business long before the 
European Community single 
market programme began to 
take shape. 

However, retail banking - 
providing services to individu- 
als and small companies - is 
still on the whole a domestic 
business. A range of cultural, 
tax and regulator)' obstacles 
have combined to prevent the 
creation of a single market in 
retail banking products. 

A typical example of a bar- 
rier to international competi- 
tion was encountered recently 
by the UK bank Barclays In 
France. In the autumn, it tried 
to get around a French govern- 
ment ban on interest-bearing 
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current accounts by launching 
a new product which combined 
a non-interest paying current 
account with an automatic 
sweep mechanism to shift a 
customer’s surplus funds into 
a money market account. 

There was uproar from 
French banks, which were con- 
cerned that their profitability 
would be squeezed If they 
responded by offering similar 
products. However, the French 
finance minister, Mr Michel 
Sapin. came to their rescue in 


mid October by announcing a 
prohibition on automatic 
sweep mechanisms. 

So Barclays was deprived of 
the ability to market a product 
widely available in the rest of 
Europe - to the possible detri- 
ment of French consumers. 

This incident illustrates the 
severe limits of the single 
market programme to 
encourage genuine 
international competition in 
retail banking. The various 
European Community banking 


directives which come Into 
effect on January l will do 
nothing to remove such 
barriers to competition. They 
relate mainly to the levels of 
capital which EC banks must 
have to continue in business 
(The Own Funds and Solvency 
Ratio directives) and the way 
in which banks are supervised 
(the Second Consolidated 
Supervision Directive and the 
Second Banking Directive). 

The Second Banking 
Directive is the most 
important new EC banking 
legislation. It creates a 
“passport" for EC banks, 
which allows any bank 
authorised to do business In 
an EC country to set up 
branches in another EC 
country, without the need to 
get the permission of the 
supervisor in that other 
country. 

In theory, therefore, it 
reduces the costs and 
complications for EC-based 
banks of expanding within the 
EC. An example of a 
cost-saving move which some 
banks are contemplating as a 
result of the directive is to 
convert various subsidiaries 
scattered throughout Europe 
Into branches. This would 
release capita] held by each of 
the subsidiaries for use by the 
parent bank. 

The directive will have more 
significant ramifications for 


bank supervisors. The Bank of 
England will for example 
spend far less time monitoring 
the financial affairs of 
branches of foreign EC banks. 
The Bank’s supervisory 
department will continue to 
take an Interest in the 
liquidity of such a branch, but 
responsibility for monitoring 
its f inancial health in a more 
detailed way will rest with the 
parent bank’s domestic 
supervisor. 

Because there remain 
significant obstacles to success 
in transnational retail 
banking within the EC, no 

New EC rules allow any 
authorised bank to open 
branches in another EC 
country without the need 
for local permission 

h ank is currently engaged in 
developing a Europe-wide 
network of branches. 

Though a number of banks, 
such as Barclays, National 
Westminster, Credit Lyonnais 
and Deutsche, have retail 
networks in different 
countries, they have typically 
managed each country’s 
network as an autonomous 
business - with its own local 
brand name, financial system 
and management 

Only one bank has 


attempted to use its own brand 
name, system and products in 
branches scattered throughout 
several European countries. 
Paradoxically this bank is not 
European, but is America s 
Citibank. .. , , 

The record of Citibank s 
European operations has been 
patchy. For the time being, 
therefore, European banks 
may use computers rather 
than expensive branches to 
deliver services across 
frontiers within the EC. 

The way forward may have 
been shown by Royal Bank of 
Scotland, which has developed 
an electronic system, EBOS. for 
Unking its branches with 
those of Credit Commercial de 
France, Spain's Banco 
Santander and Banco de 
Comercio e Industria in 
Portugal- 

The idea is that any 
customer of one of these 
hanks, whether a company or 
individual, can have access to 
a full range of banking 
services even if he or she is 
travelling abroad within 
Europe. 

Although BBS's plan for EC 
banking may not be 
Napoleonic in its ambition, it 
has the virtue that the costs of 
EBOS are modest - which is 
reassuring given the 
chequered history of most 
banks' ventures outside their 
home territories. 


AT FIRST glance, it seems 
surprising that the move 
towards a single market was 
not a large factor in the cre- 
ation in June, 1989. of GEC Als- 
thom. one of Europe's big three 
power engineering and trans- 
portation equipment groups. 

The formation of the com- 
pany from the power and 
transportation product busi- 
nesses of the UK's GEC and 
what was then CGE of France 
owed more to developments in 
the world markets for these 
products, the need to be big 
enough to continue financing 
product development and com- 
pete internationally, and the 
requirement to reduce manu- 
facturing overcapacity. 

But the company recognised 
that Europe was to be its home 
market, even if the single mar- 
ket was not predominant in the 


Corporate strategy: a Franco-British bid for a place in the power game 

Realignment in a world market 
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decision to metge. About 60 per 
cent of sales are to countries 
within the EC, and GEC Als- 
thora expects the figure to stay 
between 50 and 60 per cent in 
the next few years. 

GEC Alsthom’s organisation 
- a Dutch holding company 
and national companies - was 
driven by the existing legal 
and fiscal regimes rather than 
any potential implications of a 
single market. But the compa- 
ny's industrial strategy was to 
become as competitive as pos- 
sible by the development of 
areas of excellence without 


regard to geographic location, 
through a series of multina- 
tional product-driven divisions. 

A clear example of this is in 
steam turbines and generators, 
where GEC Alsthom has con- 
centrated on four specialist 
units to get the benefit of R&D 
rationalisation and volume 
manufacture, and to maximise 
the use of fixed assets. “The 
consequence of this," it says, 
“is that we only have a Euro- 
pean product and no longer 
have an exclusive British or 
French turbine generator." 

From its earliest days, GEC 


Alsthom was also keen to grow 
its European base by expand- 
ing outside its two home coun- 
tries. In particular Jt has made 
acquisitions in Germany 
(including two boiler makers in 
eastern Germany), in the Span- 
ish rail transport industry, and 
in Italy. Belgium and Switzer- 
land. 

Three years on, the company 
has no reason to change its 
structure. “We always thought 
that, even with the emergence 
of the Single Market, a strong 
local market close to the cus- 
tomers would be a plus and it 


still proves to be correct. 
Beyond that our choice in run- 
ning a company through a 
series of multinational prod- 
uct-driven divisions has proved 


GEC ALSTHOM 


a very sensible decision in the 
light of the Single Market." 

One of the advantages for 
GEC Alsthom in taking this 
approach is in dealings with a 
single market that varies from 


product to product in its "sin- 
gleness". Assuming that the 
EC continues to exist in some- 
thing like its present form, the 
company suspects a "substan- 
tial implementation." of a sin- 
gle market by the end of the 
century'. 

In the meantime the com- 
pany has to deal with sectors 
such as the rail industry, 
where national standards, 
operating practices and the 
dominance of a single cus- 
tomer has perpetuated a sys- 
tem where suppliers and cus- 
tomers have worked together 


to develop products for domes- 
tic markets. 

But similar relationships in 
the power industry are now 
being weakened, at least in the 
UK where the power Industry 
has been privatised, and else- 
where in Europe with the 
emergence of build-and-operate 
private sector power stations. 

The company has no doubt 
that, as a European company 
with only about 20 per cent of 
its capacity outside the EC. it 
is much better in competitive 
terms to be within the single 
market than trying to pene- 
trate from outside. 

That presence could become 
more important for large engi- 
neering companies such as 
GEC Alsthom in view of the 
EC's new rules for opening up 
public procurement contracts 
to competitive bidding. These 


will continue the process of 
loosening the close ties 
between suppliers and pubfc 
customers in some European 
markets. 

Looking back on the past 
three years. GEC Alsthom says 
il has learnt from the experi- 
ence of operating in the EC’s 
different domestic markets; 
and has been able to increase 
the amount of inter-country 
activities on particular prfr . 
jects. “Such lessons as we have 
learnt as the single market 
approaches have been learnt 
because the people who make 
up the management of GEC 
Alsthom have succeeded in fus- 
ing together their individual, 
experience as Britons, French- 
men, Germans, Spaniards, Bel- 
gians, or other nationals." . 

Andrew Batter 




WHAT IS CE ABOUT? The new ‘CE Mark’ is a kind of passport for your products, enabling them to be exported 
freely to any EC country. It is already a legal requirement for many products and will soon affect virtually every 
UK business. 

The 'CE Mark' is not a mark of quality, safety or environmental friendliness, it is a declaration to the 
Market Inspectors throughout the EC that your product complies with all the appropriate EC directives. 


we can help 
you pass 

your CE. 


Quality and Efficiency. 


WHAT HAPPENS IF I IGNORE THE CE HARK? Unless they carry the CE Mark, products covered by the directives cannot be 
sold in any of the EC countries, INCLUDING THE UK. Failure to comply with the legislation will also be a 
criminal offence. 

HOW DO I APPCf THE CE MARX? It can be complicated, but it is vital that you know which EC directives already affect 
your business and which new directives are about to become law. There are already eleven enforceable 
directives. Some of them relate to particular products - like the safety of toys. Others are very wide-ranging 
covering, for example, the safety of all industrial machinery and the compatibility of electromagnetic devices. 

The easiest way to protect your business is to get some expert advice to guide you through the EC 
legislation. This is where BSI can help. 

HOW CAN BSI HELP ME PROTECT MY BUSINESS? BSI is not a Government agency. It is the worlds oldest independent 
standards and quality assurance body, established by Royal Charter. BSI represents the UK in all European : 
standards work. It is also an authorised testing laboratory and certification bodv. 

We can answer your questions quickly and accurately through our BSI Information Services. Our 
full-time professionals can guide you through the relevant legislation and the process of CE marking 

To find out how we can help, call 0908 226 888. We have a number of helpfol booklets and 
can offer you an initial personal consultation on exporting in the EC, completely free of charge 

Phone 0908 226 888. 
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